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What the Federal Reserve Board Meeting Accomplished— 
Securities and the Business Movement—Government as Fore- 
caster—Tinkering With the “Ratio”—The Market Prospect 


ONFERENCES between the Federal 
Reserve Board and the governors of 
Federal Reserve banks which have been in 
progress at Washington have, on the surface, 
had no result. They have not led to advances 
of discount rates, or to any announcement of 
discount policy. Yet there is no reason to 
question the general importance of the work 
done in these sessions. 

There are two sharply different points of 
view in the Reserve system at the present 
time. One favors rate advances, the other 
is disposed to question their efficacy. The 
reason for hesitation is found in the fact that 
the “inflation” which has occurred up to date 
is not due to growth in the portfolio of re- 
serve banks, but is found chiefly in the mem- 
ber banks of the country at large. The latter 
have, during the past year, increased their 
commercial loans by at least $3,000,000,000, 
an enormous sum whose use could not have 
been ensured without the continued egress 
of gold into the country. 

These net gains of gold operated to pro- 
duce large advances in commercial loans at 
ordinary banks, but without imposing any 
check upon them such as would have oc- 
curred had they been obtained through 
rediscounting. At all events, the inflation 
has taken place, and the result is to increase 
these loans without increasing the portfolios 
of the reserve banks. 

Thus the reserve banks failed to get any 
grip upon the funds of the country, and their 
advances in rates, if made, will be of no 
direct effect, save in so far as they may be 
expected to work upon the minds of possible 
borrowers who would otherwise have gone 
ahead without let or hindrance. There is 
certainly an argument—inasmuch as the 
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action of the reserve banks has been thus 
long deferred—for awaiting the develop- 
ment of a more definite type of demand for 
funds. An advance in rates, however, is like- 
ly to be postponed only, not abandoned. It 
is too late to use it as a means of restricting 
the demand for credit, or the amount of 
credit granted, but the time is by no means 
too late for its use as a means of safeguard- 
ing the supply of credit available in reserve 
banks themselves. Indeed, the use of the 
higher rates for the latter purpose is to be 
expected, and is not likely to be a great while 
deferred. 

Doubtless the policy of the reserve system 
at present is in one way wrong. It ought 
not to make a mystery of its intentions in 
this matter, or seek to postpone their exe- 
cution until the last minute. It is a public 
system, and its acts are acts in which the 
public is deeply interested, and as to which 
the rank and file of the community have a 
right to be informed. Greater openness and 
more publicity ought to be applied in con- 
nection with reserve bank operations, and 
the sooner they are resorted to the better it 
will be for the country at large and for the 
reserve system itself in particular. In fact, 
it is only by the use of such publicity on a 
reasonable and proper basis that the system 
can ever regain the position in public con- 
fidence and regard of which it has been part- 
ly deprived by the attacks of demogogic 
members of Congress and of ex-officeholders. 

As to whether a more effective and cour- 
ageous stand on the credit question during 
the past few months would have done good, 
some may be permitted to question. The re- 
serve system has been handicapped ‘by poli- 
tics in various forms, and by the confessedly 
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transitory nature of its organization. The 
policy of the Treasury in compelling the pay- 
ment of gold out of the banks has been in- 
jurious and inflationary. The maintenance 
of unduly low rates, largely out of deference 
to the politicians in Congress who have been 
disappointed with the agricultural situation, 
has been most dangerous and hazardous of 
all. These factors have necessarily militated 
against the effective prosecution of any pol- 
icy that might have been put into operation. 
They made up a load of difficulty under 
which the system has naturally labored 
heavily. 

The future policy of the reserve system 
will, from this time onward, have an inti- 
mate relationship with stock market and 
with investment conditions. It should be at- 
tentively watched. Sound management of 
the system may operate to prevent or re- 
strain excessive speculation, but there is al- 
ways danger lest it may be so used as to 
impair the wise and sound development of 
business, or may give business a check which 
is not called for or which may come at an 
inopportune time, when more harm than 
good is produced by it. Altogether, the fail- 
ure of the system to announce its policy at 
the moment is to be regretted, and it is to 
be hoped that a definite indication will not 
be too long delayed, especially as the neces- 
sity of adopting such a policy shortly is quite 
evident. 


a +” + 
BUSINESS ECESSIONS in the 
AND stock market which 
STOCKS have taken place during 


the past several weeks 
are certainly not the outgrowth of decline 
in business. As shown elsewhere, business 
has been steadily moving upward in volume, 
and if stock prices were directly dependent 
upon the amount of production and transpor- 
tation for sale, they would be moving toward 
record level. But all this growth in business 
was more or less foreseen and “discounted” 
by the stock market a good while ago in the 
prices of shares, generally speaking. Not 
all have thus made complete allowance for 
good business, but many have done so. There- 
fore, the stock market at the present time 
repays study from the financial standpoint 
better than it does from the industrial. 
Viewed from that angle, the question that 
is of largest interest today is seen probably 
in the earnings position of the principal con- 
cerns especially as effecting their probable 
dividend policy. If good advances in earn- 
ings, especially if followed by some sharp 
increases of dividends, should continue to 
develop, the result would doubtless be fur- 
ther material gains in quotations. But cur- 
rent increases of wages and the prospects 
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of higher money rates have naturally raised 
in many minds the question how far it is 
likely that the different enterprises are to 
be expected to increase dividend disburse- 
ments. 

That there are a good many which are 
technically in position to do so seems clear, 
but it remains to be learned how far they 
will be able to continue and strengthen this 
position and how far their dividend position 
will be affected by money-rate changes. All 
this makes a complex problem in stock mar- 
ket prospects and one which deserves to be 
very carefully analyzed by those who are 
contemplating any further investment or 
speculative commitments at this particular 


time. 
* * * 


EANTIME, it is not 

surprising that a 
good many persons have 
turned to commodity 
speculation and among others to operations 
in sugars. In this later field, the Govern- 
ment has lent much assistance through its 
tariff policy and its statistical announce- 
ments, to those who would like to “boost” 
prices. These unquestioned influences have 
been aided, at least for the time being, by 
erroneous reports concerning the condition 
of the Cuban sugar crop and by over-esti- 
mates of probable “consumption” require- 
ments for the year. 

It is in the latter connection that the erro- 
neous announcements of the Department of 
Commerce have probably had most effect. 
Be this as it may, the prediction of sugar 
shortage made by the department undoubt- 
edly helped to intensify the speculative ten- 
dencies of the market, the result being a 
violent advance in quotations which as usual 
has resulted in large paper profits. Sugar 
stocks had already pretty well anticipated 
such doubtful benefits as should come from 
speculative gains of this kind in the raw 
material, and have not been particularly 
— for the time being in consequence 
of it. 

As for other commodities, somewhat simi- 
lar tendencies have been noteworthy. Cot- 
ton has for a good while past been a subject 
of extensive operations resulting in consid- 
erable profits, because of the fairly steady 
advance of prices, to those who have con- 
sistently “banked” upon cotton shortage and 
resultant higher values. It has undoubtedly 
been an exciting winter and spring in a good 
many of the staple lines, including copper 
and rubber, all of which have profited by 
the various types of governmental manipu- 
lation as well as by the natural increase in 
demand which has resulted from good busi- 
ness, increasing production and more active 
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trade in many directions. Altogether, there- 
fore, the commodity list has been an impor- 
tant speculative factor. But how long will 
this excitement and interest as well as the 
current advance of prices last? 

* ~~ * 


GOVERNMENT XPERIENCE with 
FORECASTING sugar raises an in- 

teresting question which 

is well worthy of consid- 
eration about Government forecasting, Can 
the Government forecast prices, changes of 
production, alterations of consumption, and 
other developments of the future? If it can, 
in what way or to what extent ought it to 
give out this knowledge? Certainly all would 
admit that if Government officers have “in- 
side” information they ought not to use it 
in such a way as to hurt-any one interest 
more than another. And yet erroneous in- 
formation given out with an air of accuracy 
will, if acted upon, as it is likely to be, dam- 
age those who take speculative chances on 
the strength of it. The conclusion inevitably 
to be drawn is that the Government cer- 
tainly ought not to do any forecasting un- 
less it has absolute knowledge of what is to 
occur, and since it can rarely have such 
knowledge the fair inference is that it ought 
not to forecast conditions at all. 

It unquestionably has access to sources of 
information that are closed to the rank and 
file of citizens; and there is certainly not 
only nothing against, but everything in favor 
of, its making such knowledge public, so 
that all may know what is to be known, and 
may as nearly as possible operate on a basis 
of equality. This is obvious. The conclu- 
sion from it is that only facts or statistics 
should be made public by the Government 
and that opinions should never be expressed. 
This safe rule has been greatly transgressed 
by the Department of Commerce in its busi- 
ness-reporting service, as illustrated recently 
by the sugar shortage report to which refer- 
ence has already been made. It is to be hoped 
that no more forecasting of such a sort will 
be undertaken by the department or indeed 
by any Government bureau charged with the 
duty of collecting facts. 


* * - 


TINKERING N this connection some 
WITH THE attention may well 
“RATIO” be paid to the proposals 


that are offered in vari- 
ous quarters for the development of a plan 
for tinkering with the reserve ratio. As is 
well known, the reserve of Federal reserve 
banks now stands at a very high level, being 
usually about 75% for the system. It is 
generally recognized, moreover, that the 
present great stock of gold is an abnormal 
holding and cannot be expected to remain in 








our possession indefinitely. Yet there is con- 
stant demand for a lending policy that will 
inflate credit up to the point where the ratio 
is reduced to “normal” proportions. So there 
is a demand in various reserve banking quar- 
ters for a plan to establish “a super-reserve” 
by segregating a part of this gold and so 
making the ratio appear smaller. 

The idea would be to have the ratio repre- 
sent only the relationship between the “nor- 
mal” gold holdings of the system—whatever 
they are—and its outstanding liabilities. Of 
course, any such plan is suggestive of day- 
light-saving schemes, whereby the clock is 
“set back,” or “set forward,” except that 
there is no such real good reason for this 
kind of tinkering in our banking system that 
there is in our system of time. Unless the 
reserve banks were prepared to conceal the 
amount of their super-reserve so segregated, 
he would be rather an unintelligent observer 
who failed to combine the various reserves 
into one and to ascertain the true “ratio” in 
accordance with the result. 

The fact is that artificial schemes of one 
kind or another to afford protection against 
what is called “inflation” are not likely to 
be very successful. Nothing can furnish that 
kind of protection except a courageous and 
prompt policy of credit control, or a decisive 
policy of self-restraint on the part of the 
banks, their customers, and all users of 
credit. Better still, a combination of these 
types of protection might well be developed. 
How to do it is a matter for the banking 
authorities to ascertain. 


* + * 
MARKET HE reaction of the past 
PROSPECT few weeks has greatly 


improved the technical po- 

sition of the market. It 
has paved the way for a further advance in 
the securities of those companies which, in 
our last issue, were pointed out as preferable 
for investors to hold. These include stocks 
which are selling considerably below value 
or below prices justified by anticipated in- 
creases in dividends, where there is reason- 
able assurance of such increases. 

While there has never been a time, except 
during the war, when so many corporations 
were earning large percentages on the mar- 
ket prices of their shares, and while few 
people can point out serious weaknesses in 
our business and financial structure, we 
must, from now on, bear certain fundamental 
investment rules very much in mind. One of 
these is: Proceed with caution when the 
market has been rising for nearly two years; 
when, as at present, there are comparatively 
few clouds on the banking and business 
horizon. 

Monday, April 9th. 
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Labor Shortage, Booming Wages and 
Ascending Prices! 


What Do They Presage for Business? 


By GENERAL R. C. MARSHALL, JR., 


General Manager of the Associated General Contractors of America 


BOUT two years ago, students, 

statesmen and captains of industry 

were stirring their ingenuity to find 
employment for some four million men 
who were badly in need of jobs; and some 
felt extremely glad that our three-per 
cent immigration law would prevent a vast 
influx from Europe to make the situation 
worse. Gradually the situation eased as 
the business cycle followed its logical 
course out of: the stagnant period, until 
now we have reached and passed that 
point where industry absorbs the unem- 
ployed, and have finally arrived at the 
point where the workman and not the job 
is difficult to find. In Jess than two years, 
the problem has completely reversed it- 
self; so that students, statesmen 
and captains of industry are now 
seeking the man to fill the job, and 
he is difficult to find. 

Therefore, to size up the ques- 
tion of labor supply today we must 
go beyond the statistics and esti- 
mates that were painfully compiled 
two years ago and turn to data of 
more recent date. From this data, 
which shows the present volume of 
production, stocks on hand, unfilled 
orders that clutter up the produc- 
ers’ books, and the number of men 
available to fill these orders, indi- 
cate the difficulties ahead. Inciden- 
tally, a glance at the trend of prices 
might also give a fair indication of 
where we are going and what we 
will do when we get there. 

Opinions as to whether there 
is actually a shortage of labor at 
present, and the apprehension with 
which such a shortage may be 
viewed depend considerably upon 
which side of the fence the indi- 
vidual axe-grinder stands. On one 
side, the ideal and proper number of work- 
men in the country would cause each 
employer to send his limousine with an 
engraved invitation to bring the workmen 
to work each day. On the other side, it 
might mean that abundance of labor that 
would cause employees to scramble for 
jobs at eleven cents an hour and forget 
the over-time. Needless to say, between 
these two extremes lies a balance point 
at which the present industrial system can 
function with maximum benefit to all 
concerned, and this point, according to 
the trend of wages, production and 
consumption, has _ evidently been 
passed and the time has come when 
most serious-minded men of industry 
recognize a shortage. 

Reasons for the shortage are few and 
simple. The number of men to do the 
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work has diminished, while the amount of 
work to be done has increased. The work 
to be done has increased because we have 
never yet caught up in the production of 
many goods; each individual consumes 
more than he used to, and the number 
of individuals is increasing. The country 
is short of labor because the three per 
cent immigration law not only kept out 
the million and a half workmen that could 
logically be expected to enter the coun- 
try, but even caused a loss in actual num- 
ber of some sixty-seven thousand men 
during the first year of its operation. 

If any one doubts the shortage of labor, 
his mind may be set at rest by communi- 
cating with almost any industry in the 
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country. Even at this early portion of 
the year it is pronounced in the iron and 
steel, locomotives, car-building, automo- 
bilé and textile industries in various states. 
Reports from Pennsylvania indicate that 
the state has not a surplus laborer in any 
line, except those few who are side- 
tracked in some community that does not 
offer their particular kind of work. De- 
troit lacks men enough for its automobile 
and other industries; mineral mining is 
short and the lumbermen cannot get 
enough men to keep production in line 
with new business. In the building and 
construction industries,. where the deficit 
is probably most acute, employers are 
wildly bidding for men. In the city of 
Washington, where construction employ- 
ers are unusually free from labor compe- 
tition by other industries, wages for cer- 
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tain building mechanics, even last Fall, 
reached a figure of eighteen dollars per 
day. The railroads are scouting for 
trackmen and construction labor to carry 
out needed improvements. The practice 
of bidding and giving bonuses within and 
between the various industrial groups is 
already under way. Every day brings re- 
ports of wage increases. 

This bidding business is perfectly all 
right, if the keen bidder happens to be 
the fellow on the other side of the fence. 
When employers are doing the bidding, 
wages bound upward and are promptly 
passed on to the consumer until he squeals 
and withdraws from the market. When 
labor is keenly bidding, wages move down- 
ward, the standard of living de- 
creases and social and industrial 
relations reach a condition as bad 
as in the other case. Obviously the 
ideal condition is that point where 
neither side is bidding and where 
-production is running its normal 
course consistent with the growth 
of the country. It is this point 
which was passed some months ago 
and at which production might be 
said to have arrived at normalcy. 
It is under the conditions obtaining 
at such a time that the builder of 
industry as well as constructor. of 
buildings and engineering projects, 
feels the least incentive to gamble 
and the greatest incentive to create. 
At this happy stage of the business 
cycle the bulls and bears are fairly 
well matched and performing their 
useful functions, and it is for a re- 
turn to this same state that the 
employers of the country may just- 
ly ask for relief through immi- 
gration. 

No statesman or leader in indus- 
try, unless he has a crack in his intellect 
as well as morals, desires to see the coun- 
try flooded with the scum of Europe, yet 
it is unquestionably true that if we desire 
to increase the stability of American in- 
dustry, some semblance of balance must 
exist between the supply and demand for 
labor, and as long as the white-collar jobs 
and sedentary existence appeal to the ris- 
ing generation and its progenitors more 
strongly than the trade requiring skill of 
hands as well as brains, the only material 
source of relief lies in adequate immigra- 
tion. Without deducting women, children 
and returning emigrants from the total 
immigrant allowance under the three per- 
cent law, the maximum possible gain is 
some 357,000 persons. This number, for 
several years to come, could be absorbed 
by the construction industry alone with- 
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out saturating that branch of production, 
and the same might be said of several 
other lines of production. Yet the net 
number of industrial workers immigra- 
tion now yields can hardly be more than 
100,000 a year from the region affected 
by the three per-cent law. Canada and 
Mexico may give us as many more. 

It is commonly known that the shortage 
f labor has greatly restricted production 
in many lines, and that we now face a 
deficit of many products and materials 
vhich is assuming alarming proportions. 
This, of course, refers not to the abso- 
lute quantity of output which grows year 
by year, but to the ratio of this output 


to the present effective demand. The 
latest surveys of stocks on hand and 
orders for construction materials show 


that in the case of practically every one 
of the basic products of construction a 
large portion of the requirements for 1923 
will undoubtedly go unfilled, if the present 
demand continues. 

The volume of construction, so far pro- 
jected this year, surpasses that of the 
same period of 1922 by some 30 or 40 per 
cent. Common and face brick, sanitary 
supplies, and other materials orders ex- 
ceed those of last year by some 40 to 80 
per cent. The index number for com- 
pleted construction has risen to the neigh- 
borhood of two hundred and ten. The 
money wage of workmen in many locali- 
ties is already back to the peak of 1920. 

The condition of stocks and orders in 
themselves is enough to indicate the dan- 
ger that lies ahead, but these are not the 
only difficulties involved. On top of it all 
comes the almost inevitable failure of 
transportation. That this is imminent the 
railway officials have clearly shown, and 





“ATO statesman or leader in 

industry, unless he has a 
crack in his intellect as well 
as his morals, desires to see 
the country flooded with the 
scum of Europe, yet it is un- 
questionably true that if we 
desire to increase the stability 
of American industry, some 
semblance of balance must 
exist between the supply and 
demand for labor, and as long 
as the white-collar jobs and 
sedentary existence appeal to 
the rising generation and its 
progenitors more strongly 
than the trade requiring skill 
of hands as well as brains, the 
only material source of relief 
lies in adequate immigration.” 











we cannot dodge it except through a rapid 
falling off of demand throughout the 
country. Railroad shipments for the first 
three months of the year were by far the 
heaviest in the history of the railroads. 
The shortage of cars is already felt, and 
can only increase as production mounts 
to its annual peak of late summer. For 
the construction industry at least the com- 
ing season looks like a precarious period 
for dividends and profits. 

For two principal reasons the contrac- 
tors of the country view the increasing 
volume of construction and the rising cost 
of labor and material with alarm. First, 
they know from experience that the rise 


of a relatively small number of points in 
the present index of construction costs 
will “kill the goose” and halt the progress 
of construction; and second, they know 
that they have nothing to gain and every- 
thing to lose when material and labor are 
moving upward. In construction probably 
more than in any other industry, this lat- 
ter feature presents a vital problem. 

The contract period for a construction 
project, compared with the contract pe- 
riod for other products, is very long, and 
when working under fixed price agree- 
ments .the construction company, whether 
it likes it or not, is forced to become a 
“bear” in the market. It must necessarily 
sell short on practically every item that 
goes into the structure, while its dealings 
are with those who naturally thrive in a 
market that is moving upward. 

The construction company may be able 
to cover itself on some material prices if 
the duration of the work is not too long, 
but against the upward movement of la- 
bor rates it can secure no such protection. 
For the last few years, regardless of the 
wage scales that may exist in local com- 
munities, the bidding starts for labor 
when construction is in full blast and the 
scale of wages agreed upon remains far 
behind the scale that is actually paid. 
This condition, of course, obtains to some 
extent in every industry, but where the 
period of manufacture is short and the 
manufacturer sells after knowing his pro 
duction cost, the risk is reduced to a 
minimum. The manufacturer in general 
profits on the rise and seldom meets disas- 
ter until the trend of the market has 
changed. Construction, on the other hand, 
encounters its pitfalls as long as the trend 

(Please turn to page 1129) 
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Where Is the Greatest Speculation ? 


Stock and Bond Trading Child’s Play Com- 






pared With Speculation in Commodities 


OONER or later in every attack on 

Wall Street, or the business of deal- 

ing in stocks and bonds, the asser- 
tion is bound to come up that “Wall 
Street” is an insatiable octopus, forever 
sucking away at the money resources of 
the country to support speculation in se- 
curities for its own ends. This view is 
so common that it is scarcely ever con- 
sidered necessary to back it up by proof 
or argument. The anti-Wall Street St. 
George in shining armor need only point 
to the figures of brokers’ loans approach- 
ing the two-billion-dollar mark to con- 
sider his case closed. 

{It is about time to take this dust-cov- 
ered argument off the shelf and look it 
over. On examination, it really consists 
of two statements, one about the quan- 
tity and another about the quality of Wall 
Street transactions. To mean anything 
at all, this charge means that the securi- 
ties markets, as an independent factor, are 
larger than any other independent factor 
that can affect money rates by absorbing 
money supply, and second, that an exces- 
sively large part of these transactions is 
purely speculative in nature, and has no 
relation to the actual absorption of se- 
curities by the investor. 


What Is Speculation? 


On both of these points it will be help- 
ful to compare Wall Street transactions 
in stocks and bonds with some typical 
transactions in commodities markets. For 
the sake of a fair comparison, however, 
we should clarify our idea of what “spec- 
ulation” means, as distinct from “trade.” 

Trade is fundamental: distribution from 
the producer to the consumer. With the 
increasing complexity and refinement of 
our economic system, trade has also be- 
come more complex. Where in medieval 
times the shoemaker sold his shoes to the 
buyer who entered the shop where he 
made them, we have now a whole hier- 
archy of manufacturers, wholesalers, job- 
bers, retailers, and finally consumers. But 
however complex this system has become, 
so long as a transaction advances a product 
along the road from the producer to the 
consumer, it is still a part of “trade.” 

Where, on the other hand, a transaction 
takes place between two distributors who 
are both on the same level of distribution, 
like wholesalers or two jobbers or two re- 
tailers, it constitutes “speculation.” This 
will be our rough guide in our investiga- 
tion. This does not take care of certain 
refinements, which tend to cancel each 
other. -For instance, where a retailer buys 
more than his normal allowance from a 
jobber, in the expectation of increased 
prices, it is clearly a case of speculation. 
On the other hand, where a cotton spin- 
ner goes short of cotton in the market, 
while technically speculation, the transac- 
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VERY once in so often 
the announcement comes 
that brokers’ loans for stock 
and bond commitments are 
over the billion dollar mark, 
or the two billion dollar 
mark, or some such stupen- 
dous figure. The average 
business man, thinking of the 
$5,000 note that has been 
keeping him awake for a 
month, says, “That's a tre- 
mendous amount. No won- 
der there is a shortage of 
money with these Wall Street 
fellows draining away the sup- 
ply at that rate. The banks say 
they haven't enough money 
for ordinary business, but 
these fellows can always raise 
enough for speculating and 
manipulating and skyrocket- 
ing.’ . . . And so the supersti- 
tion has arisen that there are 
two kinds of credit—straight 
business credit and the credit 
required for the mysterious 
and heathenish and probably 
unlawful purpose of dealing 
in stocks and bonds. 
We shall not here enter into 
a defence of speculation in 
general, or even of specula- 
tion in bonds and stocks. 


The view that we wish to 
refute here is the notion that 
Wall Street absorbs an undue 
amount of the credit of the 
country, that an excessively 
large part of its activity is 
purely speculative and that 
this activity is so much more 
important than any other kind 
of trading that it, alone, can 
affect money conditions. 


What we wish to prove is 
that commodity dealings, as 
illustrated by some specific 
instances, require so much 
money to finance them, and 
the number of times the same 
goods are turned over is so 
much greater than in securi- 
ties, that money scarcity or 
abundance depends much 
more on the transactions in 
commodities than it possibly 
can on securities. 











tion is really in the ordinary course o 
trade to protect himself, or, as it is called 
a hedging operation. 

One difficulty that we find in any suc! 
investigation is the complete lack of au 
thentic and up-to-date records on most o 
the commodities markets. The impartia 
observer is at once struck by the contrast 
with the New York Stock Exchang: 
which has been so long charged with s« 
crecy, lack of open dealings with the pub 
lic, with clubbishness, and what not. Th: 
Exchange may or may not be guilty o 
all these crimes and misdemeanors, but 
it certainly does publish every day a rec- 
ord of every sale made, giving both pric 
and number of shares. The commodities 
markets may admit visitors to their gal- 
leries, but they do not make public th 
volume of sales. 

We shall, therefore, have to piece to 
gether what scraps of fact have pen 
trated the veil of official secrecy. As out 
intention is not to make a scientific study 
of the relative volumes of trading on the 
various exchanges, but merely to get a 
general picture of what relation securities 
trading bears to trading in commodities, 
the rough approximations thus obtained 
are enough. 

First for the Stock Exchange itself 
Last year there were officially recorded 
transactions in 260,752,000 shares, which 
was higher than most recent years, but 
less than 1919, or 1906, or 1905 or even 
1901. The average price per share is 
hard to fix, but on a purely arbitrary 
guess $60 would not seem unreasonable 
We may, therefore, say that some 15,600 
millions of dollars were involved in Stock 
Exchange transactions last year. 

As for the turnover, taking the acknowl- 
edged speculative leader of the Exchange, 
U. S. Steel common, we find that there 
are 5 million shares outstanding and sales 
for the year amounted to 8,118,810 shares. 
The turnover was, therefore, 1.6 times. 
The leading speculative rail, Reading, was 
turned over less than 1.4 times. Some 
stocks of course turned over faster than 
these, like Studebaker, turned over more 
than 13 times, but others like American 
Telephone & Telegraph, with its nearly 
7 million shares, were traded in during 
the whole year to the extent of only % 
of the amount outstanding. 


The Cotton Turnover 


Compare with this the cotton market. 
A report of the Federal Trade Commis- 
sion to the U. S. Senate, dated February 
25, 1923, states that in the crop year 
1920-21 there were transactions in 104.5 
million bales of cotton. In the follow- 
ing’ year transactions went up to 124.5 mil- 
lions. All in all, in the crop year 1918-19, 
the crop was turned over 9 times; in 
1919-20, 11 times; in 1920-21, a little less 
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than 8 times, and in 1921-22 more than 

4 times. Taking last year’s crop at 
last year’s average price of 21.27 cents a 
pound, the transactions thus involved the 
1m of at the very least 15,000 millions 

dollars. 

For a real speculative market, however, 

e must consider the grain pits. In 1915, 

r instance, which was far from being 

record speculative year, the Government 
iposed a tax of 1 cent per hundred dol- 
lars on dealings in grain and provisions 
itures. Deliveries within thirty days 
ere considered “spot” transactions for 

e purpose of this act. It developed 
that the grain crop was being sold over 
no less than 62 times, on futures alone, 
with no allowance whatever for “spot” 
ealings within the meaning of the 
aw. 

Taking the four principal crops alone, 
heat, corn, oats and rye, figuring their 
irm value according to the Department 
f Agriculture reports for 1915, and multi- 
lying by the average rate of turnover 
w that period (under the hampering in- 
uence of an extra tax), we find that the 
ast amount of money that was tied up 
hroughout the year was 204,600 millions, 
1 futures of longer delivery date than 
() days! 

In the light of these figures, the com- 
\odities markets are .like Titans throw- 
ng mountains on top of mountains, and 
he securities exchanges like boys play- 
ng marbles. 

With these must be considered the so- 
called “minor” exchanges, like the N. Y. 
Coffee & Sugar Exchange. The leading 
\uthority of the sugar trade estimates that 
luring the excitement of February, 1923, 
ollowing the report of a sugar shortage 
vhich was later denied, no less than 1,476,- 
100 tons of sugar futures were dealt in. 
\ssuming that a third of this is excess 
peculation based on the shortage scare, 
ve still have a million tons monthly as 
1 fair figure for sugar futures transac- 
tions in New York alone. This would 
make 12 million tons annually, or the 
ntire sugar crop of Cuba sold more than 
3 times over. Around current levels for 
raw sugar this would mean a money turn- 
ver of something like 1,500 millions, 
which make an item worth noticing when 
issessing the importance of the various 
commodities markets to the money sit- 
uation. 


Some More Figures 


Some markets that the non-professional 
rarely ever hears of show an amazing ac- 
tivity and absorb great quantities of credit. 
Take cottonseed oil, for instance. Last 
year there were produced some 840 mil- 
lion pounds, while total sales on the New 
York Produce Exchange were 1,890 mil- 
lions, a turnover of 2.25 times. The 
money involved in these transactions, tak- 
ing cottonseed oil at last year’s average 
around 10 cents, ran into the tidy item 
of about $190,000,000. 

Imperfect as some of these figures may 
be, and must be, by the necessities of the 
case, and the refusal of the exchanges 
concerned to give more authoritative ones, 
it is yet clear that, considering only the 
magnitude of the transactions involved, 
the pure speculation involved in the com- 
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modities market, for sheer size, puts that 
of the New York Stock Exchange into 
the shade, and would even if to the sales 





Introducing— 





of listed stocks were added those of the 
New York Curb Market, of unlisted 
stocks, and of listed and unlisted bonds. 


Otto H. Kahn 


Who Does Not Believe in a Policy of Isola- 
tion for Wealthy Men or Wealthy Nations 


F Mr. Kahn had done the right thing 

by his biographers, he would have 

had himself born poor, and would 
have attained his present summit in the 
social-banking-philanthropic world only 
after “years of ceaseless toil and unremit- 
ting effort” with a few “setbacks of a sort 
that would have discouraged lesser men” 
thrown in to accentuate the popular 
touch. 

But the man reversed all precedent by 
getting himself born of well-to-do parents, 
by entering the professional banking world 
with a rare equipment of preliminary 
training and education, and then, in the 
very teeth of these enormous handicaps, 
carving out a special niche for himself 
which happens to be about as near the 
top as anyone can go. 

Mr. Kahn's views are sought and re- 
spected on a remarkable range of subjects. 
An analytical mind, carefully developed 
from the beginning, has broadened in in- 
terests throughout the years, and today you 
will find him an active participant in 
what-not, from things musical to things 


Kahn, and those who wish to judge his 
ability as a reorganization-tailor may do 
well to note how perfectly the clothing fits 

Mr. Kahn and Mr. Harriman, by the 
way, were an oddly-matched pair. Harri- 
man was the one-time curb broker, a 
meteoric irrepressible, dramatic figure, 
much given to bluntness and having little 
regard for the niceties of negotiation. If 
a straight line is the shortest distance be- 
tween two points, Harriman was a 
straight-line man, ever preferring the 
shortest way to his objective. Kahn, on 
the other hand, has always been the suave 
diplomat, the master of tactics, the chess 
player, whose ultimate purposes are 
reached through intricate planning. It 
would have been difficult to find two per- 
sonalities more likely to clash, less likely 
to be congenial, and yet it would be equally 
difficult to find a combination of forces 
which has ever proven more productive 
of results. 

Mr. Kahn, in one of the innumerable 
addresses he has been called upon to make, 
expressed some very decided views on the 





financial, a leader of 
thought in things edu- 
cational, a student of 
taxation, one of the 
first factors in broad- 
ening America’s in- 
fluence abroad. 

Of Otto H. Kahn's 
innumerable activities, 
news filters through to 
che public, for the most 
part, only of those 
associated with the 
arts, or worthy social 


causes. He is, not pic- 
tured often as a 
banker. Hence, much 


of the man’s very real 
and very lofty impor- 
tance in the banking 
business world goes 
only half appreciated. 
Hence, too, has the 
public begun to forget 
(if it ever knew) the 
forceful and leading 
part Kahn played in 
the Harriman-Hill- 
Morgan era of railroad 
development—a part 
which brought him 
closer to the Little 
Napoleon (Harriman) 
perhaps than any other 
associate. The Union 
Pacific of today, the 
Baltimore & Ohio, the 





Missouri Pacific and 
others bear financial 
clothing designed ip 


great part by Otto H. 





importance of accept 
‘| ing the public as a 
partner in the under 
takings of finance, 
sweeping aside the veil 
which has heretofore 
separated the man on 
the street from the in- 
ner workings of the 
financial system. Thus, 

“Finance, instead of 
avoiding publicity in 
all its aspects, should 
welcome and seck it. 
Publicity won't hurt 
its dignity. A dignity 
which can be preserved 
only by seclusion, 
which cannot hold its 
own in the market 
place, is neither merit- 
ed nor worth having 
We must more and 
more get out of the 
seclusions of our of 
fices, out into the 
rough and tumble of 
democracy, out to get 
to know the people and 
get known by them.” 

Thus speaks one of 
the few real statesmen 
known in the annals 
of finance, a man of 
whom America can 
well be proud for, 
though not of Ameri- 
can birth, he has 
assimilated the best 
traditions of our de- 
mocracy 
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The Changing Map of World Trade 


The New Europe as an Increasingly Important Competitor 


to the United States—The Outlook for Our Export Trade 


HE total of American exports 
T remains at a relatively fair 

level in spite of the impaired 
purchasing power of Europe. The 
reasons for this are fairly well 
disclosed by an analysis of the 
character and trend of our present 
foreign commerce. The effect of 
Europe’s depression is plainly 
shown by the reduction in the rel- 
ative proportion of American ex- 
ports which are now going to 
Europe from the former per- 
centages of from 65 to 70 of the 
whole to less than 55 per cent, for 
the year ended June 30 last. Off- 
setting this loss in European trade, 
however, is an increase in exports 
to other grand divisions of the 
world—South America, Canada, 
Mexico, Cuba, Oceania and espe- 
cially Asia—where we sold $564,- 
700,000 last year, as compared 
with less than $200,000,000 prior 
to the war. 


A Necessary Distinction 


It should be remembered that 
even in Europe industrial and 
economic life has gone on, not- 
withstanding the chaotic financial 
conditions from which the govern- 
ments have suffered, and a sharp 
distinction may be drawn between 
official finances and the financial 
situation of industrial corporations and 
commercial houses which have still been 
able to buy for their urgent needs. When 
the figures are studied in detail, it is seen 
that a large part of our exports to Europe 
has consisted of raw materials and food 
products. The textile factories in Great 
Britain, Belgium, France, Germany, Po- 
land, Czecho-Slovakia, Italy and Spain, 
for example, have continued to manu- 
facture, and last year absorbed nearly 
$500,000,000 worth of cotton. Means have 
been found in Europe to purchase copper, 
mineral oils, wheat, corn, bacon and other 
essential products. Europe has been able 
to pay for $2,067,027,605 worth of imports 
in the last fiscal year, by means of credits 
resulting from its own export trade 
(which has been improving), by selling 
foreign securities, through service in ship- 
ping, insurance, etc., and by tourists’ ex- 
penditures. 

In world markets, Europe is  un- 
doubtedly a present and potential com- 
petitor in manufactured products, and 
American exporters are feeling this com- 
petition keenly. It is notably strong in 
iron and steel products, chemicals, textiles, 
in machinery and in coal. In relation to 
the comparative purchasing power of the 
several currencies within the respective 
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countries, low exchange is aiding Europe 
in under-selling America. 

The tendency towards protective tariffs 
in Europe is undoubtedly a deterrent to 
the development of American exports, but, 
in view of the policy of the United States 
in this respect, it is scarcely one against 
which any protest might be made. 


Economic Barriers 


No doubt we should be affected favor- 
ably if economic barriers should be 
lowered between European nations, as. any 
influences which would facilitate the ex- 
change of products in international trade 
would, we believe, tend, in general, towards 
‘increased prosperity in all countries and 
re-act to a certain extent to the advantage 
of American foreign trade by improving 
the condition of foreign markets. 

Prediction with respect to the future of 
our exports is especially difficult at 
present, in view of the critical situation in 
Europe, where the struggle between Ger- 
many and France in the Ruhr carries 
possibilities of disaster which might have 
its effect upon commerce throughout the 
entire world. If a solution can be found 
for this problem, we may with fair confi- 
dence expect a continued export trade in 
foodstuffs and raw materials, as, for rea- 





sons indicated in the foregoing 
the normal economic life in for 
eign countries creates a continu- 
ing demand for them, only to he 
interrupted when this life is itseli 
interrupted or depressed. 

It seems reasonable, however, t: 
expect that for some time there 
will be unusual handicaps in the 
marketing of our foodstuffs and 
raw materials abroad. There will 
be extraordinary pressure upon 
European industrial countries to 
limit their necessities for imports 
of whatever can possibly be pro- 
duced from domestic sources. And 
especially during the period of re- 
viving industrial production the 
ability to pay for imports with 
exports will be limited. 

This can hardly fail to react un- 
favorably ufion the markets for 
Ameritan surplus foodstuffs and 
other raw products. There is a 
vast field for the development of 
colonial areas which may supply to 
Europe the needed materials. Many 
enterprises in what may be called 
the relatively undeveloped regions 
of the world had begun before the 
war to function in a way to affect 
materially our potential markets 
Despite the interruption due to the 
war, the effects of many impor- 
tant investments of European capi- 
tal, in Africa, South America and else- 
where, will be felt in the coming years. 

In manufactured products, our future 
exports depend upon the skill with which 
production and trade are handled. Mass 
production and low prices, for example, 
give America a strong position in the 
automobile trade in all markets. Many 
kinds of American machines win their 
way on special merit and will continue to 
hold their position in foreign markets. 

In general, however, the easy days 
of the war and the post-war period for 
manufactured exports are over, and 
while it may be expected that we shall 
retain and extend our present trade, 
this can be done only by sustained and 
intelligent effort against the strong 
competition of foreign manufacturing 
nations. A study of the items of our 
manufactured exports shows a record of 
material reduction in sales of many prod- 
ucts during the past two years, due to the 
renewed competition of Great Britain, 
Belgium, Germany, and other countries. 
During the war we sold a volume of 
manufactures of classes in which in 
normal times we cannot compete in for- 
eign markets because of our higher costs 
of production. We can win back this 
trade only by greater efficiency and by 
special sales effort. 
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Is a Tight Money Period 
Approaching? 


Why All Eyes Are Centred on the Money 
Supply and Can Stocks Go Up On Air? 


By GEORGE M. BRANTING 


OW that the ten-share buyer (on 
N margin) is learning that the Fed- 

eral Reserve rediscount rate has 
nothing to do with integral calculus or the 
theory of relativity, it is time for stock- 
market pools to take to the hills. Once 
upon a time, the only ones who could tell 
you why it was important to keep an eye 
on the money market were the bankers 
and a few scattered economists. Today, 
all this is changed for, thanks to the 
efforts of the newspapers and financial 
magazines, things financial are no longer 
as much of a mystery as they used to be. 
The public has become more or less edu- 
cated in such matters and is now able to 
listen more or less intelligently to ex- 
planations of such formerly abstruse mat- 
ters as the outlook for commercial paper 
rates, the call money market and whether 
or not bonds are going up or down. 

Grant then that public appreciation of 
the importance of money rates as related 
to business and securities is at last firmly 
established. It becomes, therefore, no par- 
ticularly difficult task to explain how con- 
ditions in that respect now stand, so that 
the average business man or investor may 
gain an insight into the influences which 
are likely in the near future to affect his 
financial destinies. 


What the Graphs Indicate 


On the next page is a series of graphs 
which indicate the general financial con- 
dition as existing at various periods 
within the past two years. This period 
marks the recovery from the depression 
of 1920-1921 and is brought down to date 
in the graphs. The reader is urged to 
study these graphs for they give a clear 
picture of the general changes which have 
taken place in the financial and business 
world since the early part of 1921. 

Since the graphs themselves give a good 
account of what has occurred it is unnec- 
essary to repeat their story here. Let us, 
however, concentrate on the present sit- 
uation. Four things stand out: 


(1) 


(2) 
(3) 
(4) 


Let us now analyze each one of these 
four factors. 


The money supply is dwindling and 
interest rates are advancing. 
Bonds are declining. 

Stocks are still advancing. 
Business continues to improve. 


The Money Supply 


The statement is made above that the 
money supply it dwindling. How do we 
know that to be the case? For one thing, 
it is simple to determine that the money 
supply is no longer as ample as at the 
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early part of 1922, for example, by com- 
paring money rates at various periods 
since that time. 

Let us take a simple barometer with 
which the average investor is perhaps 
more familiar than any other—the call- 
money market. Thus we note that at the 
beginning of 1922, call money was quoted 
at around 4%, toward the end of the year 
it had climbed to the 5% level and the 
average rate is now between 5% and 6%. 
This advance in money rates, obviously, 
would not have occurred had the supply 
of funds not decreased in proportion to 
the demand. 

Another sign of changed conditions is 
that banks are borrowing more heavily 
from the Federal Reserve than a year ago. 
True, they are not borrowing as heavily 
as the theoretical capacity of the Federal 
Reserve system would permit, but the fact 
cannot be avoided that the total amount 
of commercial bills held by the Federal 
Reserve is considerably in excess of that 
held at the beginning of the business re- 
covery. 

Perhaps the clearest practical idea of 
the present situation will be had from ex- 
amination of the course of the Federal 
Reserve ratio, that familiar barometer, 
which reached the peak last summer, a 
point not reached since. In other words, 
the money supply started to decline near- 
ly a year ago. As a result of these 
changed conditions, it costs a good deal 
more to borrow now than a year ago, a 
thing which all business men will appre- 
ciate. Thus time money is now 5%4-51%4% 
against 414% a year ago, commercial pa- 
per has just ascended to 5%4% against 
4%4%, and call money is 6% against 4% 
and less. 

Now the amount of the money supply 
at any given time forms a fairly accurate 
barometer of future conditions in securi- 
ties and business. Everybody knows that 
it takes money to run a business and that 
without adequate funds the business can- 
not continue, or that at least it must con- 
tract. The same thing is true of the se- 
curity markets which depend absolutely 
on the amount of money available for 
investment and speculation. Thus, when 
there is a great deal of money, interest 
rates are low and a sound basis is laid 
for the investment pyramid. On the other 
hand, reduce the amount of funds avail- 
able for this purpose and you narrow the 
base with the result that you contract the 
size of the pyramid and make the whole 
structure more unstable. In other words, 
reduce the amount of available funds, and 
you limit the extent of investment and 
speculation. ° 

This is exactly the situation today. The 
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money supply is somewhat less ample than 
formerly and interest rates have risen in 
proportion. As a result, the investment 
pyramid with regard to bonds has shrunk. 
Bond prices have dropped and will con- 
tinue to drop as long as interest rates keep 
on advancing. 

For example, toward the end of 1922 
the average of 40 bonds was about 8&4; 
to-day it stands at around 77 with every 
indication of reaching an even lower point. 

It can plainly be stated, therefore, that 
as a result of the diminished money sup- 
ply, we have reached an unfavorable stage 
in the bond market and-that this condition 
will not be altered until once again the 
reservoir of money and credit commences 
to be refilled—something that cannot occur 
until the present activity in business lets 
up. Many individual bonds, of course, 
will advance due to conditions peculiar to 
their companies but this is an exception 
to the rule. Most bonds, except for very 
long-term investment, had better be left 
alone at this stage of the game. 


The Third Factor—Stocks 


Now we come to the third factor—the 
stock market. In a general way, the 
money market affects stocks as it does 
bonds: a plethora of funds fe investment 
or speculation furnishes a good base for 
a rise in either class of security. Con- 
versely, a shrinkage in the money supply 
leads to contraction and lower prices. 

There is this difference between stocks 
and bonds, however. Bonds are mainly 
subject to the course of interest rates 
whereas in addition to this influence, stocks 
are subject to the rate of earnings of their 
companies. Where prospects of such 
earnings are especially good, as at the 
present time, this factor could easily offset 
the more fundamental condition of low 
money supply. Thus we have had, many 
times in the past, the anomalous condition 
of rising stock markets despite the fact 
that interest rates were advancing whereas 
interest rates could hardly advance without 
adversely affecting the course of the bond 
market. 

Of course, distinction must be made be- 
tween investment stocks and speculative 
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ssues, the former such as American Tele- 
phone and Pennsylvania R. R., being more 
particularly subject to money conditions, 
whereas highly speculative issues are 
mainly influenced by the earnings of their 
companies. 

In the past few months, interest rates 
have hardened: call money has advanced 
rom 4% to 6% and time money from 5 
to 5%4%. Nevertheless with the usual re- 
uctions, the stock market has made ex- 
tensive gains. However, as in the past, 
the penalty of shrinking money supply 
will eventually be paid and stocks will de- 
line when the amount of funds available 
for speculative purposes has reached a low 
point. Such a point is usually reached 
when business activity reaches a scale so 
normous that funds have to drawn off 
the bond and stock markets to meet the 
‘rowing scarcity of credit. 

Since, after all, the nation lives through 
ts business activities and not through the 
bond or stock markets, it is only inevitable 
that the lesser cause should be discarded 
in favor of the greater and that bonds and 
stocks should be sold in order to carry on 
business. It is for that reason that the 
prospect for stocks from this time on will 
become less favorable with every increase 
in business activity even though many 
tocks may continue to advance. For, after 
nearly two years of almost continuous 
advance in stocks, with many issues 
selling 100 to 500% above their low points 
of 1921, it is obvious that we havg now 
reached a point in the stage of the stock 
market where extreme caution has to be 
taken in the selection of securities for 
speculation. This does not mean that we 
have already reached the danger point 
but we are steadily and perhaps even 
rapidly approaching that point. 

When we come to the business situation, 
we find that the now dwindling money 





Cs consideration is now 
being given to the state of the 
money supply, for it is evident 
that we have already passed the 
period of abundant funds and low 
interest rates. How, therefore, to 
conserve our potential loaning 
power and at the same time give 
business every opportunity to ex- 
pand has become a problem of the 
greatest magnitude. It is evident 
that with the demand for funds in- 
creasing enormously in all direc- 
tions a halt must soon be called 
somewhere if the boom in business 
is not to be impeded. History in- 
dicates that in a situation such as 
this, the brakes are first put on 
the less essential activities such as 
reckless speculation in commodities 
and securities. As suggested by 
this article, we are evidently ap- 
proaching, and not in a leisurely 
fashion, such a solution of the 
money problem. 











that offered to the bond and stock markets. 
In the first place, the volume of com- 
mercial loans is reaching a very high 
point, probably a half billion dollars 
higher than a year ago this time. In the 
second place, the demand for funds with 
which to carry on business is rapidly in- 
creasing so that the Federal Reserve sys- 
tem is seriously concerned with the pos- 
sible necessity of raising its rediscount 
rates, which would automatically raise the 
general level of money rates. In the third 
place, our large gold supply which has for 
the past two years furnished the best pos- 
sible support to the money supply stands 
in danger of being diminished if, as seems 
likely, large amounts of the precious metal 
are to be shipped abroad later on in ordér 





of some European countries. In the fourth 
place, inflation has reached a point where 
it takes a much larger amount of credit 
to operate business that formerly. These 
factors naturally will tend to weaken our 
credit position. 

In the meantime, funds are rapidly 
flowing into business. The question is 
whether there a sufficient amount of 
money and credit available to keep busi- 
ness operating at a maximum as at present, 
to keep the stock market broad and active 
and to hold up the bond market, all three 
at the same time. In view of the known 
conservatism of the Federal Reserve sys- 
tem and our bankers, generally speaking, 
it hardly seems likely that specule?tin on 
a scale large enough to interfere wité legi- 
timate business will be encouraged. Busi- 
ness is the honored guest at the national 
banquet, and bonds and stocks will have 
to take the leavings, so to speak 
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Conclusion 


Since bonds cannot advance if interest 
rates are advancing they must consequent- 
ly come down as they are now doing. Fur- 
ther, since stocks do not go up on air but, 
in the final require abundant 
sources of credit if speculation is to be 


analysis, 


maintained on a large scale, they too must 
finally submit to pressure, though in this 
case the reckoning day may still be some 
time off. Business, however, being in a 
preferred position will receive the fullest 
consideration and the present state of the 
money market is consequently not of such 
importance to the business man as it is to 
the investor speculator, although later 
on it may become of equal concern. 

Five graphs accompany this story. They 
deal with the past and present. Perhaps, 
from what has been stated above, it should 
not be so difficult for the reader to draw 
the sixth graph for himself, thus dying 
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supply offers a problem corresponding to to bolster up the failing financial position a little forecasting on his own account? 
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Making America Truly Independent 


Strategically Important Materials for Which America Depends 





on Foreign Nations — Some Logical Consequences of Isolation 


may be a good principle, as a prin- 
ciple, but the candid-minded busi- 
ness man will have to admit that there 
is a considerable amount of politics in bus- 
iness today, and even that there is likely 
to be more in the near future. When 
we put up a high tariff on drugs; when 
the Government goes into or goes out 
of the shipping business; when the 
State Department makes trade agree- 
ments with a foreign country; in all these 
cases, the business outlook for a number 
of industries depends on our foreign pol- 
icy, much as it goes against our grain to 
mix the two. 
Since the rejection of the Versailles 
treaty by the Senate in 1920, the foreign 


er politics out of business” 


By MAX GOLDSTEIN 


peace. This country has had certain ad- 
vantages over all other countries, in that 
it contains within its borders nearly all 
the requirements of a modern civilized 
state, and an exportable surplus of most 
of them. 

It is the exceptions that are of interest 
to us. Take for instance rubber. Mod- 
ern transportation has been built increas- 
ingly around the motor-driven vehicle 
travelling on rubber-tired wheels. In time 
of war a failure of the supply of rubber 
would count heavily against us, no matter 
what substitutes we might develop. If 
we were unable to get our regular sup- 
plies of nitrate of soda from Chile our 
farm production would suffer, and so on 
with most of our indispensable imports. 














policy of the United States has been Those commodities which would be our 
CRACKS IN THE ARMOR OF ISOLATION 
(Some Leading Imports) 

Commodity 1913 1919 1920 1921 
Chemicals, drugs, dyes, etc... $95,633,925 $126,010,084 $211,528,099 $95,603,942 
Hemp, jute and sisal..... 32,103,548 98,887,756 46,454,576 21,149,270 
“India” rubber..... rr 76,820,739 215,820,113 242,795,773 73,772,677 
Manganese (oxide and ore). 2,029,680 11,229,184 12,230,922 3,365,732 
Demet (686)... ccccsess * 6,261,190 779,593 276,757 
Tin (refined) .. 46,900,314 50,890,019 73,786,765 16,645,719 
+Platinum pte-iod eich 4,938,706 5,229,309 8,474,478 4,115,235 
i aCe Cee 126,591,511 396,587,592 $76,366,107 312,972,216 
§Sugar ee cesueeeeeee 96,126,601 893,170,660 1,008,786,351 235,282,414 
EE cia een ann wah beae aia 28,776,274 216,764,501 126,972,088 60,481,687 
soneainiveia . 

* Not specifically given before 1916. + Unmanufactured, and as ingots, bars, plates, etc. 
t Unmanufactured and manufactured. § Cane. { Unmanufactured. 




















dominated by the idea of an increasing 
isolation in both world politics and world 
business. Instance after instance will im- 
mediately come to the mind of any one 
who reads the papers: the tariff, the Jones 
shipping act, the refusal of the Depart- 
ment of the Interior to allow certain drill- 
ing permits to foreign-owned oil com- 
panies, the investigation now under way 
to find alternative sources of supply for 
rubber, sisal hemp, etc., all illustrate it. 

Ever since 1914 every great nation has 
had to consider what would be the effect 
of war on certain industries, and con- 
versely, what the development of certain 
industries would mean in time of war. 
This has been another motive for isola- 
tion. The dye industry, certain branches 
of the steel industry, the ‘shipping indus- 
try, have all been defended against for- 
eign competition on the ground of their 
military usefulness. 

The whole trend has been to make the 
United States first a complete, second, a 
self-contained unit for both war and 
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weakness in time of war levy tribute on 
us in time of peace. In many of them, 
there is no competitive market, for all 
practical purposes. England is the great 
producer of rubber, in the Far Eastern 
colonies; America is the great consumer. 
The situation is simple. Every additional 
cent in the price of rubber is a payment 
by the American consumer to the British 
investor in rubber shares. Yucatan has 
practically a world monopoly on sisal 
hemp; America is its main customer. 
Yucatan can afford socialistic experiments 
because. the American consumer of binder 
twine foots the bill. 


- Foreign Articles On Which We 
Depend 


In view of these situations the term 
“isolation” becomes ridiculous unless it is 
carried to its logical conclusion. It is of 
some interest, therefore, to examine one 
by one the chief items of strategic im- 
portance for which we are dependent on 
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the outside world. This tabulation takes 
no account of purely luxury items, such 
as furs, art works, etc., or articles which 
we import heavily but export to an even 
greater extent, like cotton, wheat, etc., or 
commodities like lumber, in which we 
have an export deficit which could readily 
be turned into a surplus. The articles to 
be discussed briefly in the following para- 
graphs will be only those which are of 
importance in modern life, particularly to 
modern industry, and for which we are 
largely or entirely dependent on foreign 
sources. 


DRUGS Since the establishment of 
AND this industry during the war 
DYES as an emergency measure, it 


has made great strides in cer- 
tain limited fields, including the produc- 
tion of the cruder dyes in quantity, of sat- 
isfactory quality, and reasonably cheap, 
and in certain pharmaceuticals. It is a 
great question if the industry would be 
able to live on anything like its present 
scale if exposed to competition such as 
Germany put up before the war. In many 
kinds of dyes it has not succeeded in ren- 
dering us independent of French and 
Swiss producers, and recent efforts to 
remedy the situation by importing for- 
eign chemists instead of foreign chemi- 
cals have not had time to prove their 
value. 

What the industry needs to stand on 
its own feet is the development of tech- 
nical instruction and research, not as dic- 
tated by the sales department but dictating 
to the sales department. What has re- 
sulted so far is the external apparatus 
of research without the development of 
either a sound scientific tradition or defi- 
nite commercial results. 

The effect of this is to leave the chemi- 
cal industry in a precarious situation, in 
spite of the fundamental advantage that 
our huge production of soft coal gives it. 
In emergency, however, it could appar- 
ently be relied upon for routine produc- 
tion of the kind most suited to military 
requirements. To some extent, then, we 
can achieve independence in this industry, 
if need be, by such heroic methods as 
were used during the war. For ordinary 
peace-time purposes, however, this has not 
as yet been accomplished. 


HEMP, These materials are indis- 
JUTE, etc. pensable for the agriculture 

of this country, especially in 
connection with the increasing use of 
mechanically-operated agricultural imple- 




















ments. The Philippines, a great source 
of Manila hemp, are securely in our hands, 
but the important sisal-hemp industry, a 
natural monopoly, is held in Yucatan, 
Mexico. In 1915, a selling trust was 
formed in Yucatan, which was not broken 
up till 1917 as a result of the restrictions 
imposed by the Food Administration on 
the uses of sisal for other purposes than 
as binder twine. Since then the industry 
has been in difficulties, suffering from ex- 
cessive reserve stocks, and has been com- 
pelled to let the banks liquidate these 
stocks to its disadvantage. For the time 
being, however, American capital is in 
control of the situation. 

The great source of jute, used for bur- 
lap, bags, etc., is India, securely in the 
hands of Great Britain. Alternative sup- 
plies may be uncovered in the course of the 
investigations now being conducted by the 
Department of Commerce, but none of 
importance exist so far. 


RUBBER The sharp rise in this com- 

modity from a low of 14 cts. 
to a high around 37 as a result of the 
policy of the British Colonial Office in 
restricting exports has aroused consider- 
able interest even in circles not ordinarily 
concerned with rubber affairs. It has 
illustrated vividly one of the results of 
beginning a policy of isolation without 
completing it. 

The situation may be summarized in a 
nutshell as follows: Great Britain pro- 
duces approximately 70-75% of the world’s 
production; we account for approximately 
75% of the world’s consumption. Our 
status as a consumer is fixed by our re- 
quirements for rubber tires, which in turn 
are fixed by our automobile registration, 
which has shown an increasing tendency 
since its origin. Great Britain’s status as 
a producer, on the other hand, is not so 
well established. 

Since early in the 19th century the 
world’s production of rubber had been 
about equally divided between Brazil on 
the one hand, and a number of miscel- 
laneous countries like the Congo, India, 
the Malayan peninsula, etc., on the other. 
This rubber was tapped from trees grow- 
ing wild in forests. Malay plantations 
first became a factor about 1900, with a 


recorded production of 4 tons; by 1907 
this had passed the 1,000-mark, and ever 
since 1913 has pulled so far away from 
Brazilian production, which now consti- 
tutes only about 1/10 of the world’s out 
put, while other sources are gradually dis 
appearing. 

It is evident, however, that the rubbe 
tree can adapt itself to many different 
geographical situations, as long as the cli- 
mate is tropical, and there is a great move 
ment on foot now fostered by some ele 
ments in the Rubber Association of Amer- 
ica to grow our rubber requirements in 
the Philippines or other tropical posses- 
sions. Arguments urged against this are 
the risk and delay in planting rubber be- 
fore the first crop appears, and the prob- 
able high costs. 

The situation seems to hinge entirely 
around the price. If rubber maintains its 
present levels over a period of years, it 
is entirely possible that American capi- 
tal, by undertaking rubber cultivation 
either in South America or in the Pacific 
zone, may succeed in liberating itself 
from dependence on British-grown rub- 
ber. 


ALLOY In some respects these con 
METALS stitute the crux of the sit- 

uation. Modern industry can- 
not go on without machinery; machinery 
needs high-speed steel; and high-speed 
steel needs the alloy metals Tungsten 
and manganese may be taken as typical 
of this group. 

“The use of tungsten in high-speed 
steels is as standard as the use of yeast 
in bread,” says Mr. Frank L. Hess, a 
well-known authority, “and though assid- 
uously sought, no substitute is known that 
satisfactorily takes its place.” Tungsten 
ores are found mostly 
around the Pacific Ocean, 





The United States was the greatest 
tungsten-producing country in the world 
until 1911, when it was displaced by 
Burma. China is now the largest pro- 
ducer. The maximum American produc- 
tion was in 1917, and amounted to 6,512 
tons, compared with a normal peace-time 
demand of 4,000 tons. Production is not 
being maintained, however, due to the 
high price of working the ores. Reserves 
have not been exhausted, however, so that 
it may be said that America can supply— 
at a price—all the tungsten she needs in 
normal times. In normal times, however, 
this price is not forthcoming, as it is 
cheaper to import the ores. 

The importance of manganese is indi 
cated by the statement made by the 
authority previously quoted: “Alloys of 
manganese are essential in the manufac- 
ture of steel by the open hearth and the 
Bessemer processes, which produce 99% 
of the total output of the United States.” 
Roughly ‘speaking, 14 pounds of metallic 
manganese, or 40 pounds of high-grade 
ores, are used in making a ton of ordinary 
steel. A very pure grade of manganese 
oxide is also needed in making dry batteries. 

The American situation is peculiar. We 
have large deposits of low-grade ore, but 
very little high-grade ore. The latter is 
used in making the high-grade alloy, 
called ferro-manganese, while the former 
is used in the low-grade alloy called spie- 
geleisen. Manganese is found in many 
southern states, in Minnesota and Colo- 
rado, and in Montana, though other de- 
posits have been found in many states. 
American production is less than 0.16% 
of the world output normally, although 
under the stress of war needs and war 
prices a much larger production was 

(Please turn to page 1140) 





in great belts, including 
Southeastern China to the 
Malay Peninsula, the Cor- 
dilleran Andes, the Far 
West of the United States, 
and small areas in Europe. 
North and South America 
together made up 31% of 
the production in the rec- 
ord year 1918 








THEN! 
This was once a desert in Arizona! 


manufacture of its tires. 
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Now the Goodyear Tire & Rubber Co. is producing cotton on it for use in the 
Formerly this sort of cotton used to come from Egypt 
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Ten Attractive Bond Opportunities 


An Analysis of the Bond Situation and 








Some Helpful Suggestions to Investors 


HE accompanying graph tells an 
eloquent story. It tells how after a 
long period of depression, inter- 

rupted by temporary fits of activity in an 

upward direction, the bond market finally 
started out on a prolonged advance in the 
summer of 1921 not to culminate for over 

a year. It tells further how after reaching 

its high mark for the move during the 

early autumn of 1922, it turned tail and 
gradually retraced the ground gained dur- 
ing the previous year until it now stands 
only about 60% above the low point of 

1921 with every indication of losing still 

further ground. 

Despite this general outlook, there are 
still a number of bonds that may be 
bought in the expectation of higher prices. 
The critical reader will exclaim at this 
point “How is it possible to make profits 
in bonds if the bond market is going to 
continued falling?” The answer to this 
is that though the bond market, as a 
whole, may decline this will not affect cer- 
tain individual issues, which like stocks 
will be mainly influenced by developments 
within their companies rather than within 
the market itself. Such bonds will be 
found exclusively among the medium- 
grade and speculative variety. High-grade 
bonds do not fall in this attractive cate- 
gory any longer since they are the ones 
that are mainly influenced by general 
market conditions. Since high-grade issues 
are governed not by the earnings of their 
companies but by the money market, their 
outlook is naturally principally dependent 
on the course of money rates. At the 
present time, indications are that money 
rates will gradually stiffen which will un- 
favorably affect the market price of the 
higher-grade issues until their yield is 
more in line with that. obtainable from the 


By A. T. MILLER 


money market. For that reason, there- 
fore, they are no longer recommended as 
good mediums of speculative investment, 
at least for the time being. 

The lower grade of bonds, however, in 
many cases still yield returns that are 
greatly in excess of the present average of 
money rates and, what is more important, 
greatly in excess of any levels which the 
money market is likely to reach during 
the period immediately ahead. Addi- 
tionally, earnings applicable to interest 
payments on these bonds is, thanks to the 
industrial revival, now approaching a point 
where such interest may be considered 
reasonably safe. In that event, these 
issues may be expected to approach a level 
in the market where general assurance as 
to the earning power of their respective 
companies will be reflected in gradual 
market appreciation of the bonds. 

Many of the bonds in this class have 
already reached a point where they have 
discounted the improvement in the several 
companies and such opportunities have 
from time to time been pointed out in 
previous issues of the MAGAZINE oF WALL 
Street. There are, however, a number of 
special opportunities remaining, some of 
which are included in the Bond Buyers’ 
Guide, and the most attractive of these are 
herewith briefly described: 


(1) PUB. SERVICE CORP. N. J. 
5s/1959 


These bonds are well secured, represent 
the obligation of an important public 
utility, have a broad market on the New 
York Stock Exchange, return a_ very 
satisfactory yield and appear to offer very 
good semi-speculative possibilities, if held 
for a reasonably long period. The bonds 


are secured by a mortgage on all the 
property, subject to perpetual 6% interest 
bearing certificates which are outstanding 
to the amount of about 19 millions. There 
are 32.9 millions of these bonds outstand- 
ing. The company pays 8% dividends on 
the common stocks with an obviously high 
coverage for instant requirements. The 
bonds are redeemable at 105 with a sink- 
ing fund of $209,500 annually. Sinking 
fund is kept alive and interest is added to 
fund. It is estimated that these funds 
will be sufficient to retire two-thirds of 
the bonds by maturity. At the current 
price of 83, the bonds yield slightly over 
6% and are recommended as a good specu- 
lative investment. 


(2) B. F. GOODRICH Ist 6%4s/1947 


As one of the most important factors 
in the rubber industry, B. F. Goodrich has 
reached an enviable trade position that 
seems destined to grow stronger as the 
years pass. In common with many other 
companies engaged in this enterprise, the 
year 1921 resulted in impairment of earn- 
ing power, but it has proved only tempo- 
rary for results of 1922 have shown that 
this company, in common with other manu- 
facturers in the field, has been able to re- 
gain its former strong position with conse- 
quent strengthening of earning power. 
These bonds, of which 25 millions are out- 
standing, were issued for the purpose of 
refunding in part 30 millions of convertible 
notes. Including the setback of 1921, the 
company has shown in the past five years 
ability to cover its total interest charges 
3.65 times over. The bonds thus appear 
in an unquestioned position regarding abil- 
ity of the company to make interest pay- 
ments. On the asset side, the conclusion 
is equally favorable: thus net working 











TEN HIGH-YIELD BONDS OF MERIT % Int. 

Earned* 

Lowest on Total 

Denom- Interest Current Current Yield to Funded 
Name Class ination Maturity Rate Price Yield Maturity Debt 
Public Service Corp. of N. J......Gen. mtg. $1,000 1959 5% 83 6.02% 6.15% 1.78 
Anaconda Copper ............... Dir. obligation 1,000 1953 6% 96 6.25% 6.30% 2.25 
B. F. Goodrich................... lst mtg. 500 1947 614% 100 6.50% 6.50% 3.65 
Southern Railway ............... Sec. by mtg 1,000 1956 4% 67 5.97% 6.40% 2.00 
St. Louis-San Francisco.......... Prior lien 1,000 1950 4% 66 6.06% 6.75% 1.60 
Chicago & E. Illinois............ Gen. mtg. 100 1951 5% 78 6.41% 6.75% 2.20 
South Porto Rico Sugar.......... Ist mtg. & col. tr. 500 1941 7% 100 7.00% 7.00% 5.50 
Am. Water Works & Elect. .Col. tr. 100 1934 5% 84 5.95% 7.05% 1.80 
Int. Mercantile Marine........... lst mtg. & col. tr. 500 1941 6% 87 6.89% 7.30% 4.00 
TM as sadad ea dineeeieem saan Gen. lien 1,000 1996 4% 46 8.69% 8.70% 0.70 

* Past 5 years. 
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capital alone is considerably in excess of 
the outstanding amount of these bonds. 
Furthermore, fixed assets are also greatly 
in excess of these bonds so that from the 
viewpoint of security of both principal and 
interest the bonds appear in a satisfactory 
position. At current prices of par, the 
yield is 6%4% which is considerably in 
éxcess of that obtainable on most equally 
good bonds. The bonds are redeemable at 
107 so that they are still attractive at the 
current price. 


(3) SOUTH PORTO RICO SUGAR 
78/1941 


With the exception of 1922, this com- 
pany has been the producer of substantial 
profits with ability to cover interest re- 
quirements many times over. The recent 
improvement in the sugar industry lends 
additional stability to earning power. The 
bonds are outstanding to the amount of 6 
millions as against total assets of over 25 
millions. They are a direct obligation and 
secured by assignment to the trustee, as 
collateral, of first mortgages aggregating 
6 millions and all outstanding stock of the 
company’s subsidiaries in Porto Rico and 
Santo Domingo, as well as an additional 
mortgage of 1.7 millions covering cane 
lands in Porto Rico. The company is one 
of the strongest in the field and its earning 
power should always average considerably 
in excess of present interest requirements. 
The bonds are redeemable at 105 with a 
sinking fund provision operating to retire 
bonds up to 107% until 1929; after that 
at 105. They are still about 7 points under 
the price called for redemption up to 1929 
and five points under the final redemption 
point. At current prices of par, the yield 
is 7% which is exceptionally good for so 
well-entrenched an issue and they are 
recommended for long-distance  invest- 
ment. 


(4) AMER. WATER WORKS & 
ELECT. 5s/1934 


These bonds are a direct obligation and 
secured by deposit and pledge of securities 
of subsidiary companies. Last year the 
company earned $5.67 a share on the com- 
mon stock after all charges including in- 
terest payments, depreciation, taxes and 
dividends paid on the 7% preferred and 
dividends on the 6% preferred (the latter 
not being paid). It is evident from this 
that the company earned considerably in 
excess of interest requirements. These 
bonds are of a semi-speculative nature but 
earning power of the company is suf- 
ficiently large to dispel any doubts con- 
cerning interest on this issue. At current 
prices of 85 it yields slightly over 7% ii 
held to maturity. It is recommended as 
a good business man’s investment. 


(5) ANACONDA COPPER 6s/1953 


For permanent investment, the new 
Anaconda 6s of 1953 are likely to be as 
satisfactory a commitment as can be 
found. They were issued together with the 
conyertible 7s several months ago in order 
to acquire the controlling part of the Chile 
Copper stock. The new acquisition of 
Chile together with last year’s acquisition 
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of the -American Brass Company places 
this company in an exceedingly strong po- 
sition. Estimates of Anaconda’s earnings 
this year run all the way up to $10 a share. 
This stock is now receiving dividends at 
the rate of $3 a share. Past earnings indi- 
cate an earning power 125% in excess of 
total interest requirements. The bonds 
are currently quoted at 96 where they re- 
turn 6.30% to maturity. The bonds, 
strictly speaking, are more in the high- 
grade class than in the speculative group 
and it is to be expected that eventually 
they will reach a price which only the 
best bonds can reach. They are recom- 
mended as an excellent investment with 
almost assured prospects of higher prices. 


(6) INT. MERC. MARINE 6s/1941 


These bonds can no longer be considered 
very high-grade but they may now be had 
at a very attractive price. They are espe- 
cially suitable as a business man’s invest- 
ment. The company is meeting a great 
deal of difficulty on account of the poor 








covered total bond interest about twice 
over. This issue is secured—together with 
the 6%4s of 1956—on practically the entire 
system and is fairly well protected though 
subject to many underlying liens on various 
parts of the total mileage. The bonds are 
slowly improving in investment quality 
and give an excellent investment oppor 
tunity at the present price of 67 where the 
yield to maturity is 6.40% The bonds 
sold as h‘gh as 7234 last year when condi- 
tions surrounding the road were not nearly 
as favorable as those at the present time. 
They are recommended as an attractive 
long-distance investment with a_ slightly 
speculative tinge 


(8) ST. LOUIS-SAN FRANCISCO 
PR. LIEN 4s/1950 


This issue is secured upon the entire 
property of the company and is a first lien 
on about 40% of the mileage. Earnings 
of the road while in the past not greatly 
in excess of interest requirements have 


been sufliciently so as to render the posi- 
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shipping situation and a few months ago 
was compelled to reduce the dividend on 
the preferred stock from $6 to $3 per 
annum. The bonds in the meantime have 
fallen from about 95 to the current price 
of 87. At this price they would seem to 
have discounted the unfavorable earnings 
situation with which the company is 
affected. While it is doubtful that any 
earnings can be reported this year on the 
preferred stock, interest requirements on 
the 6s will probably be covered. In any 
case, the company is strong enough 
financially to make interest payments 
almost regardless of earnings during the 
next year or two. By that time, the ship- 
ping situation will have probably improved 
and this will be reflected in the price of 
the bonds. As a long-pull speculative in- 
vestment, they may be recommended to 
those who can afford to include such an 
issue as part of their investment program. 


(7) SOUTHERN RAILWAY 4s/1956 


These bonds are entitled to a higher in- 
vestment position than they now hold. The 
road is in a better position with regard to 
earnings than for a number of years and 
this year, it is estimated, will earn pos- 
sibly as high as $7 a share on the common 
stock. In the past five years, the road has 


tion of the bonds fairly stable These 
bonds are legal for savings banks in New 
Hampshire and Oregon. If earnings and 
physical condition of the road continues 
to improve over the next several years, 
the investment standing of the prior lien 
4s will reach a much higher plane. At 
current levels of 66 they return 634% to 
maturity which seems too high for a bond 
of its value and earnings position. They 
are recommended as a very good invest- 
ment particularly suited for business men’s 
funds or as part of an investment program 
which would admit the inclusion of a semi- 
speculative bond of this type. 


(9) CHIC. & E. ILLINOIS 5s/1951 


These bonds were issued as a result of a 
drastic reorganization in 1921 and they 
therefore have not been in existence for 
a sufficient time to indicate their invest- 
ment status Hlowever, on the basis of 
earnings since reorganization, it seems 
that the results of the financial realign 
ment have been satisfactory inasrauch as 
interest requirements have been met 2.2 
times over. Current earnings are at the 
rate of $7 on the common stock which 
will give a good idea as to the margin of 
earnings for bond interest At current 

(Please turn to page 1124) 
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BOND BUYERS’ GUIDE 


HIGH GRADE 


(For Income Only) Apx. 
Price 


Tee 


Non-Callable Bonds: 


Canadian Northern Debenture 68, 1 
Delaware & Hudson 7s, 1930 

Great Northern Genl. 7s, 1936 

New York Central Rfd. and a. 5s, 2013 
Western Union Telegraph Co. 6%s, 193 
New York Edison Co. 64s, 1941 

Bush Terminal Buildings 5s, 1960 


Callable Bonds: 


Armour & Co. of Del. Ist 5%s, 1943 
Armour & Co. Real Estate 4%s, 1939 
Canadian General Electric deb. 6 
Duquesne Light Co. 6s, 1941 
Philadelphia Company 6s, 1944 


Short-Term Bonds: 


B. & O., Pitts. J. & M. Div. 1st mtg. 3%4s, 1925 
B. & o., Southwest Div. lst mtg. 344s, 1925. 
Seaboard & Roanoke Ist 5s, 192 

Southern Pacific conv. 4s, 1929. 

Union Pacific conv. 4s, 1927 

Dominion of Canada Internal 5%s, 1927. 

Bell Telephone Company of Canada 65s, 1926. 
Aluminum Company of America 7s, 1925.... 
Central Leather Co. Ist 5s, 19 

Sinclair Crude Oil Purchasing 5%s, 1925. 
Columbia Gas & Electric Co. Ist 5s, 1927.. 


MIDDLE GRADE 
(For Income and Profit) 
Railroads; 


Baltimore & Ohio Ist mtg. 4s, 1948 
Carolina, Clinchfield & Ohio Ist 5s, 1938 
Chesapeake & Ohio conv. 5s, 1946 
Cuba R. Ist 5s, 1952 
Chicago & Eastern Illinois Gen. 5s, 1951 
Kansas City Southern Rfd. and Imp. 5s, 1950 
Missouri, Kansas & Texas Prior Lien 5s 
Minneapolis, St. Paul & Sault _ Marie 6%s, 1931. 
rage og Ist and Rfd. 1949 

O. & N. E. Rfd. and Imp. y FH 1952 
4 L. & S. F. Prior Lien 4s, 1950 
Western Pacific Ist 5s, 1946 


Industrials: 


Anaconda Copper Mining Co. Ist 6s, 1953 
Computing Tabulating Recordin ¥. 
Geosvesr Tire & Rubber Co. 8s, 

F. Goodrich Ist 6%s, 1947 
eed Mercantile Marine A" 1941 
Sinclair First Lien and Col. 7s, 1 
South Porto Rico Ist Mtg. and Col. 7s, 1941 
U. S. Rubber 5s, 1947 
Virginia-Carolina Chemical Ist 7s, 1947 
Wilson & Co. Ist 6s, 1941 


Public Utilities: 
American Works & Elect. Corp. Col. 5s, 1934. . 
Dominion Power & Transmission Ist 5s, 1932 
Denver Gas & Elec. Ist and Rfd. 5s, 
Havana Elec. Ry. Light & Power 5s, 1954 
Northern States Power 5s, 1941 
Pacific Gas & Elec. Genl. and Rfd. % 1942 
Public antag | ‘Tigst Be of N. J. 5s, 1959 
Utah Power & 
United Fuel Gas 


SPECULATIVE 
(For Income and Profit) 
Railroads: 

Chicago Great Western Ist 4s, 1959 
Erie fenl. Lien 4s, 1996 
Chic: — pay & St rs conv. 5s, 2014 
Iowa Central 1 [st ack 
Missouri — rx ‘Adj. M 967 

issouri, Kansas ‘exas Adj. Mtg. 
St. Louis & San Francisco Adj. Mtg. 6s, 1955 
Rock Island, Louisiana & Arkansas Ist 4%s, 1934.. 
Southern Railway Genl. Mtg. “. 
Western Maryland Ist Mtg. 4s, 1 


Industrials : 


American Writing Paper Co 6s, 1939 
American Cotton Oil Co. 5s, 1931 
Cuba Cane + 4 7s, 1 

Chile Copper Co. 6s, 1 


Public Utilities: 
Chicago Railways Ist 5s, 1927 
Hudson & Manhattan Rfd. 5s, ae. 
Interboro Rapid Transit 5s, 1966. 
Third Avenue iy yhe Rfd. ba 


Virginia Railway , 1934 


Apx. 
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% This represents the number of times interest on the companies’ entire outstanding 
funded debt was earned, based on earnings during the last five years. Interest on this issue 
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BOND MARKET LOWER 


Upward Trend of Money Causes De- 
clines in Investment Issues—Specula- 
tive Bonds Also Irregular 


HE higher trend of money rates and 
T indications of continued firmness in 

the money market resulted in sharp 
declines in prices for bonds. Banking insti- 
tutions have been sellers in this market 
in order to procure funds with which to 
supply the commercial demand which has 
been expanding with increased business 
activities. Likewise uncertainty as to the 
action of the Federal Reserve Board in 
connection with possible increase of the 
discount rate, and high rates for call and 
time funds as compared with the basis 
heretofore ruling, induced considerable 
liquidation of bonds by investors who, 
uncertain of the immediate trend, have 
been purchasers of short-term securities 
in order to take advantage of any lower 
prices which may be available later in the 
year. The result was that some high- 
grade issues reached attractive levels, a 
few gilt-edge bonds yielding as high as 
6%. While it is probable money may 
command somewhat higher rates than are 
now ruling, at the same time, the pres- 
ent level for a number of high-grade 
bonds is such as to prove attractive to the 
investor who is not influenced by possible 
further fluctuations. The main body of 
high-grade bonds, however, are still un- 
attractive from a yield viewpoint. 

Speculative bonds also declined, being 
affected by the irregular trend of stocks 
and other conditions influencing individual 
issues. The Virginia-Carolina Chemical 
Company Ist 7s touched 87, but quickly 
rallied to ardund 91, on realization that 
a first-mortgage issue of a company in 
good financial condition and protected by 
assets many times in excess of the bonded 
indebtedness was selling out of line, even 
though immediate business conditions were 
not favorable. There was an abrupt drop 
of 42 points in the B. G. Dery 7s, imme- 
diately preceding and following announce- 
ment of the company being in re- 
ceivership, these bonds reaching a low 
of 55 arid then rallying to around 70. 
This also had an adverse influence on 
bond prices, but there are any number of 
speculative issues which not only return a 
very satisfactory yield, but hold oppor- 
tunities for generous speculative profits. 

An indication of the possibilities was 
demonstrated by the Marland Oil and 
Cerro de Pasco convertibles, which moved 
contrary to the general trend. The Mar- 
land 7s and 8s, with warrants attached, 
soared to highs of 156 and 15934, respec- 
tively, advances of 38 and 3234 points, and 
the Cerro de Pasco 8s sold at 150, an 
advance of 8 points, in line with the up- 
ward trend of the stocks of these com- 
panies, into which the bonds are conver- 
tible. 

Foreign bonds continued their steadv 
tone. The feeling is growing that French 
and German relations are at an impassé 
and that the situation is such that a set- 
tlement of the problem may be an early 
probability. There was little change in 
French and Belgian Government issues, 
nor did the Mexican bonds respond to 
the arrangements under way for protect- 
ing interest payments on the southern Re- 
public’s foreign dcbt. 
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Opportunities in Low-Priced 


Railroads 


Rails 


Some Underlying Features in Connection With Rail- 
road Issues—An Analysis of Three Promising Stocks 


HE year 1922 was not a financial 

success for the railroads. Although 

certain individual roads were able 
to show large earnings on their stock, re- 
ults for the carriers as a. whole must be 
haracterized as decidedly unsatisfactory. 
[he poor showing is attributable in large 
part to the severe labor troubles which 
marred what would otherwise have been 
a moderately profitable period. 

The coal strike and the shopmen’s strike 
ire of too recent occurrence to require 
more than passing mention in this con- 
nection. Coal forms a large part of the 
total tonnage transported by the railroads. 
Consequently the suspension of mining 
yperations in all union fields for five 
months disastrously affected the revenues 
of most of the roads. The shopmen’s 
strike aggravated the situation by involv- 
ing them in added expense at a time when 
their income was curtailed. It is not sur- 
prising, in view of these circumstances, 
that many of the weaker lines not only 
failed to earn anything applicable to their 
stock, but in numerous instances were un- 
able to cover fixed charges. 

The price movement of the rails on the 
stock exchange has reflected these condi- 
tions. The railroad issues have conspic- 
uously failed to keep pace with the rest 
of the market. They have participated 
somewhat in the general advance, but up 
to the present their action has been rather 
disappointing. 


Railroad Outlook for 1923 


A consideration of the various factors 
which control railroad earnings leads to 
the conclusion that the current year will 
be one of marked improvement. Gross 
revenues will undoubtedly be large. In 
spite of the rate decreases put in effect 
in 1922 the record-breaking tonnage now 
being handled assures adequate operating 
revenues. All our basic industries are 
now working at or near capacity and the 
leadings of freight for the first three 
months of 1923 have been enormous. 
Gross revenues for January and February 
have far exceeded those for the same 
months of last year. Our present indus- 
trial situation points to a continuance of 
this abnormally large traffic for the better 
part of the year. 

It is probable that with the present scale 
of wages and operating costs the railroads 
as a whole will earn close to the 5.75% 
on their investment, which the Interstate 
Commerce Commission has determined 
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By JOSEPH M. GOLDSMITH 


constitutes a fair return. In “1922, net 
operating income amounted to only 4.1% 
upon their investment. There finally ap- 
pears substantial basis for the opinion, 
which has long been expressed, that the 
rails are about to display a better market 
position. 


Opportunities in Speculative Issues 


Obviously the securities of the weaker 
roads have the most to gain by more fa- 
vorable operating conditions, and similar- 
ly suffer most from a period of meager 
earnings. The lower-priced speculative 
stocks offer the opportunity for a greater 


of the individual property must be taken 
into consideration. Nevertheless, the 
maintenance ratio constitutes the best 
available guide to the company’s policy in 
regard to upkeep. 


Importance of Operating Ratios 


The operating ratio is the most valuable 
single index of operating efficiency. It 
will be observed that the cause of the defi- 
cits which three of the roads showed was 
primarily an abnormally high proportion 
of revenues consumed by operating ex- 
penses. A slight reduction of this per- 
centage would in all cases yield sufficient 








EIGHT ATTRACTIVE 


% of 
Gross 
Spent on 
Mainten’e 
34% 
35% 
31% 
33°, 
35% 
38% 
38% 


Security 
St. Louis-San Francisco Pref 
St. Louis Southwestern Com... 
Southern Railway Com 
Kansas City Southern Com 
Wabash Pref. A 
Missouri Pacific Pref 
Chicago & Great Western Pref.... 
Erie Ist Pref... 








SPECULATIVE RAILS 


% of 
Total Earnings 
on Com 


1922 


Price Range—, Present 
Expenses 1922 Price 
to Gross Low About 
75% 46 
76% 33 
76% 33 
75% 
83% 
85% 
88% 
93% 

















proportionate rise than do those selling 
at a higher level and virtually on a semi- 
investment basis. 


It has been the purpose of the present 
article to enumerate those issues which 
appear to be in the best position to profit 
by the improvement which is anticipated. 
The appended table gives a short list of 
such stocks. In addition to the amount 
earned per share in 1922, and the price 
range during that year, certain data de- 
scriptive of operating results has been 
included. 


The percentage of the total revenues 
expended on maintenance of way and 
equipment is important as indicative of 
the condition in which the physical prop- 
erty is being kept. In the case of some 
roads a larger proportion is nominally 
consumed by this item than is true of 
others. We must not assume, by way of 
example, that the Erie has been especially 
liberal because its ratio was 42%, while the 
Southern with 31% spent on maintenance 
was unduly neglectful. The requirements 


net income to show earnings on the stock 
issue listed. 

The factors which make several of the 
securities especially attractive at present 
levels will be briefly summarized. 


ST. LOUIS- 


SOUTH- 
WESTERN 


Ever since the termina- 
tion of government 
operation at the .end of 
February, 1920, the St, 
Louis-Southwestern has made a rémark- 
ably good record. Interest charges are 
being covered approximately twice over, 
leaving substantial balances available for 
dividends. Its preferred stock has re- 
cently been restored to a 5% basis by the 
payment of a semi-annual dividend of 
$2.50 on December 30, 1922. No dividends 
have ever been paid on its common, but 
the large earnings on this issue in recent 
years justify the opinion that payments 
may be inaugurated in the not distant 
future. 


Its 
large. 


present cash resources are very 


Current assets are approximately 
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twice current liabilities and few roads 
can show a healthier financial position. 
That the St. Louis-Southwestern’s credit 
is not of the best is due to the com- 
paratively short period of successful oper- 
ation which it has enjoyed. At present 
the road seems to be on a permanently 
sound basis and the large volume of bus- 
iness which it is obtaining and the low 
operating costs at which it is being handled 
result in a very satisfactory net income. 


Large Earnings 

After deducting 5% on its preferred 
stock, earnings per share on its junior 
issue were equal to $8.74 in 1920; $9.16 
in 1921, and $7.62 during the past year. 
Thus far they have been put back into 
the property. The road has committed 
itself to an extensive program of im- 
provement, especially in regard to its mo- 
tive power. Its locomotives are to be con- 
verted from coal to oil burners to take 
advantage of the abundant supplies of the 
latter fuel which exist in its terr‘tory. 
How long the management may deem it 
advisable to devote surplus income entire- 
ly to this purpose it is impossible to say. 
Irrespective of what dividend policy 
its directors decide to follow in the im- 
mediate future its common stockhold- 
ers will eventually obtain some return 
if its earning power continues. 


CHICAGO The Chicago & Great 
& GREAT Western has _ recently 
WESTERN made a very poor show- 
PREFERRED ing, but in the years 

preceding 1918 it was 
fairly successful. It operates a line 
tending from Chicago to the Twin Cities 
and also to Omaha and Kansas City. It 
touches important traffic centers and, in 
spite of the severe competition which it 
has to meet, posseses a good volume of 
business. 


ex- 


The recent troubles have been entirely 
of an operating nature. Its debt is not 
burdensome in relation to its potential and 
formerly actual earning capacity. During 
the five years 1913-1917 interest charges 
were covered on the average more than 
twice over. The poor physical condition 
of the road and its lack of sufficient equip- 
ment have made its operating expenses 
extremely high. The amount paid in 1921 
and 1922 to other roads for hire of equip- 
ment and joint facility rents was larger 
than the total interest charges on its fund- 
ed debt. 

It failed to earn interest charges e‘ther 
in 1921 or the year just closed, but there 
is no reason to anticipate a receivership. 
The company obtained from the govern- 
ment in October, 1922, $1,600,000 as a 
final settlement of all claims growing out 
of Federal control. This will enable it 
to meet all fixed charges of the past year 
without in any way impairing its cash po- 
sition. There is no floating debt and con- 
sequently the company is in no immediate 
danger if future earnings are satisfactory. 


Outlook for Earnings 


At present the Chicago & Great West- 
ern is transporting a tonnage far in ex- 
cess of that of last year and a‘ded by the 
increased gross revenue, the management 
is succeeding in reducing the operating 
ratio. For January, 1923, the net operat- 
ing income after all rents was $175,000 as 
compared to a deficit of $200,000 in the 
same month of last year. In view of the 
large volume of traffic now passing over 
its lines succeeding months may be 
pected to show a similar improvement. 
This year’s earnings ought to cover the 
company’s total interest charges of $1,- 
500,000 with at least some 
plicable to its preferred stock. 

Dividends either at the rate of 1% or 


ex- 


balance ap- 
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2% were paid on this issue during the 
years 1916-1919, inclusive. A resumption 
is out of the question for a long time to 
come for whatever earnings accrue can 
profitably be spent in bettering the prop- 
erty. The preferred at its present price 
of 13% is selling almost on a receiver- 
ship basis and such a contingency is ex- 
tremely improbable as the road seems to 
have turned the corner. As soon as the 
Chicago & Great Western reestab- 
lishes its credit by eliminating the an- 
nual deficits, its preferred stock is 
bound to display a better market po- 
sition and is recommended as a good 
long-distance speculation. 


MISSOURI 
PACIFIC 
PREFERRED 


The Missouri Pacific 
was used as the hub 
around which the Gould 
transcontinental system 
was built. It is still recuperating from 
the financial effects of this ambitious 
project. In the old days it was loaded up 
with the securities of such roads as the 
Denver & Rio Grande and the Texas & Pa- 
cific which have become practically worth- 
This in part explains the MOP’s 
unfortunate history. 

The company’s fixed charges are not 
excessive when considered in relation to 
its gross revenue. Provided it is able to 
operate on a reasonably economical bas‘s, 
it would have no difficulty in earning con 
siderably more than a 5% return on its 
preferred stock. In 1922, the road's oper- 
ating ratio was 85%, but would have been 
much lower had ‘it not been for the added 
expense which the railroad strike in the 
latter part of the year entailed. Under 
normal conditions MOP may be expected 
to earn a fair-sized balance available for 
dividends. 


less. 


Back Dividends 


A provision of the preferred stock war- 
rants attention and adds greatly to its 
attractiveness. It is entitled to dividends 
at the rate of 5%, which become accumu- 
lative after June 30, 1918. There are 
now 224% of back dividends unpaid. If 
earnings in 1922 had shown a balance 
earned on this issue, a dividend would in 
all probability have been declared, for the 
company is well able to pay it. On De- 
cember 31, 1921, the last date for which 
a statement is available, it had United 
States Government securities and New 
York City warrants totalling 13.7 millions. 
It would not have been conservative pol 
icy, however, to have paid any of this out, 
in view of the slight deficit in which the 
year’s operations resulted 


Conclusion 


The company is unquestionably in a po- 
sition as soon as current operations jus- 
tify such a course, to pay 5% on its senior 
stock issue and also to begin to reduce 
the accumulated back dividends. The last 
few months have been so satisfactory that 
they give grounds for the belief that such 
action will not be indefinitely postponed. 
The stock, accordingly, is in an attrac- 
tive position regardless of the general 
course that railroad issues, as a whole, 
may take. 
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Farnings Reflect Rising Costs 


February Gross Large, But Net Results Comparatively Poor 


By ARTHUR J. NEUMARK 








ARNING statements for the month oo ——== = 
of February were disappointing be- JAN FEB MAR APR MAY JUNE JULY AUG SEPT OCT 
cause of the failure of the carriers 4.5 : T T I i 
to retain the substantial increases recorded 
in gross revenues. While net returns, on CAR LOADINGS 
the whole, were good the anticipated in- 
creased net income, as a result of record 
car loadings failed to materialize. In 
almost every instance gross was substan- 
tially in excess of the corresponding 
month of 1922, but net in most cases fell 
below the 1922 figures. Thus, the entire 
increased revenue was absorbed in higher 
operating expenses. 
The few following comparisons for the 
month illustrate the situation clearly: 
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ca Gross ——., ating Income 
1923 1922 19233 122 
Chic. & N. West..$11,448 $9,897 $358 $310 
U Pacific 3,596 12,853 1,915 1,83 > . 
oe A eg fa fee ESTIMATED ANNUAL EARNINGS OF RAILROADS BASED 
mois e Bl. wae tte a, ‘ eal) ’ mI = By 
Pere Marquette.... 2,998 2,684 170 235i . ON THE FIRST TWO MONTHS OF 1923 
10,262 8,500 487 38 The following table is compiled on the actual average of the first two months’ net income 
TI — : s / to the total traffic year for the past ten years for each individual railroad, allowing for 
: ne principal factors responsible ior seasonal variations of traffic. 
this showing were status of equipment, . P p . ; $ 
: j . ats y . let ° er Share er Share 
increased cost of material and supplies Overating Charmes b- 
entering into railroad operation and severe Road Deficit Earned Preferred 
weather conditions. Atchison ... 
oe Atlantic Coast Line 
In the first instance the run-down con- Baltimore & Ohio 
dition of locomotives still present a se- Buffalo, Roch. & Pgh 
Canadian Pacific. . 7 
Carolina, Clinch. & Ohio 
Central of N. 
Chesapeake & Ohio.... 
Chicago & Alton , 
CLASS 1 ROADS Chicago & East Illinois 
(000 omitted) Chicago Gt. Western... 
Chicago, Mil. & St. Paul 
*Month’'s Nor- Chicago North Western. . 
Net mal Earnings Chicago, R. I. & Pacific 
Oper. to Give a Chicago, St. Paul, Minn. & oO. 
Income 5.75% Return Colorado & Southern. ...... 
March, 1922... 5,000 Delaware & Hudson 
teat - Delaware, Lackawanna & W 
Erie ii 
Great Northern : 
Gulf, Mobile & Northern.... 
r Illinois Central. .... . 
September .... J Kansas City Southern vatieiat 
October ....... 85,2 Lehigh Valley... sak enceechiel 1,882,453 
November ..... , 09,000 Louisville & "Nashville 
December 95,00: Minneapolis & St. Louis ; 
January, 1923.. 0,6 Minn., St. Paul & St. Ste Maric... 
*February .... , Missouri, Kansas & Texas 
ae Missouri Pacific... . se 
* Estimated. New York Central 
N. Y., Calcage & St. Louis 
N. Y.N . H. & Hartford 1,110,280 
N. Y., Ontario & Western ; 416,813 
rious problem to the carriers and the com- Norfolk & Western 
< > : a *Northern Pacific 
bination of a very heavy volume of traffic Pennsylvania 
at a time when s : $a to Pere Marquette on 
at a time when storms, floods and snow Philadeiphie & Reading 
fall interfered greatly with economical Pittsburgh & W. Va... 14.75 
operation, necessitated unusually large ex- St. Louis San Francisco 10.78 
penditures for maintenance. hh | pee . S 4 
Southern Railway.... 10.70 


Texas & Pacific.... ; 7 , : 
The Outlook Toledo, St. L. & Western... 24 00 


Earnings for March will undoubtedly on aaa cctentsigin a sene : Ps 


show an improvement, but may prove dis- Wabash seer ccgttttttttss ee : Sata er 
appointing again when it is considered Wheeling og pS adap deeiitchece anes ' 
that car loadings continue to break all $80 rem . sieecetitcn , - " 
. ? nH re par value. . ter 5°% on the common stock, all classes of stock share equally. 
records. Beginning with the current * Without oil income and after apital adjustments. * Assuming that all of the outstanding 


month, however, earnings should show preferred B is converted equally into preferred A and common stocks. On 4% first 
preferred. ° Subsidiary of Reading Co. ' Excludes interest on adjustment income bonds. 


* Figures are for first month of the year. 
































material improvement and, barring any 
unfavorable developments, approach rec- 
ord earnings in the fall. 
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Money, Credit and Business 
Business Growth Broadens 


Further Expansion—No Signs of Recession— 
Rising — Credit 


Prices 


ITH business 
W and production 
at high levels, 
particularly in basic in- 
Siew) dustries, the question 
“as to what kind of 
prospects there are for trade and industry 
during the spring season need no longer 
be very seriously considered. Sufficient 
momentum has been acquired by the 
industrial mechanism of the country 
to make sure of a steady progress in 
general industrial and trade lines for a 
considerable time to come. It is true 
that, in some branches of business, price 
advances have begun to exert their inevi- 
table effect in cutting down the amount 
of buying, but business concerns are on 
the watch for these developments; and, 
according to reliable information, there is 
every disposition to safeguard, so far as 
possible, the price situation with a view 
to avoiding any danger of “killing the 
goose that laid the golden egg.” 


Production in Basic Industries 


Production in nearly all basic indus- 
tries continues large. The demand for 
steel and iron, copper, cement, and other 
construction articles is very heavy and is 
taxing the capacities of the various plants 
quite as fully as it did a month ago. In 
fact, the month of March has shown 
pretty distinct progress towards the higher 
levels of output—large as these already 
were. Even the Federal Reserve System, 
which has been distinctly conservative for 
a considerable time past, in its latest state- 
ments accepts the view that productive 
activity is likely to endure for a good 
while. 

According to the statement thus made 
public, there is no slackening of activity 
in sight, but on the contrary the high rate 
of industrial production, the growth of 
freight traffic and employment, and the 
large volume of wholesale and retail trade 
may be expected to continue. So far as 
the steel trade is an indicator, the accom- 
panying diagrams showing the trend in 
the production of pig iron and of unfilled 
orders of the Steel Corporation continue 
to give assurance that activity .is growing 
rather than declining. 

This situation is of special interest at 
this time because of the fact that in many 
lines the total volume of production is 
now above the high record level of 1919- 
1920. Taking as a guide the general in- 
dex of production which is issued by the 
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Still More 


By H. PARKER WILLIS 


Federal Reserve Board, the index number 
for the selected industries which it uses 
as a base is now approximately equal to 
the highest point reached in the past. 
Since the low point in 1921, there has been 
an increase of 61 per cent. According to 
the Board also, the volume of new build- 
ing lately projected has been exceptionally 
large for the season, particularly in the 
West. 


The Price Outlook 


Of course, the price outlook continues 
to furnish some basis for anxiety. As 
shown in the accompanying price-index 
diagram, the trend indicated by Brad- 
street’s is still upward and Government 
figures as well as private show distinct 
advance in the indexes. According to 
some observers, this situation points to an 
excess of productive bank credit compared 
with trade, as indicated by the fact that 
actual manufacturing is now at high level 
so that further advances by banks, instead 
of enlarging production, merely advance 
prices. This is a disputed view, of course, 
but it is at least a fact that a good many 
manufacturers are beginning to feel the 
pressure of high prices for material as 
well as the increases in wages to which 
they are compelled to yield. 

At Fall River and other centres wage- 
increase demands have been replied to by 
manufacturers with the statement that 
they are not making profits at present 
price levels. They and others are in the 
unfavorable situation of not feeling able 
to advance prices to the consumer while 
at the same time they are obliged to see 
continuous increase in expense. It is in 
these phases of the situation that the pos- 
sible indications of later difficulty are now 
to be observed. But as yet they are more 
or less remote. They are not likely, so 
far as can be judged, to exert any im- 
mediately reactionary effect upon the sit- 
uation. 


Discount Rate Outlook 


Federal Reserve portfolios have in- 
creased very materially of late, follow- 
ing upon preceding increases in member 
bank loans. For the week ending March 
28 they held $95/,000,000 in bills—a de- 
cided advance. The situation has been 
fully discussed at conferences between the 
Federal Reserve Board and the Gover- 
nors of reserve banks during the week 
ending March 31 but without any an- 
nouncement. However, it can be accepted 
as reasonably certain that further growth 

‘ 


Costly 


of rediscounting will almost necessarily 
be followed by the raising of rates, such 
a result being practically unavoidable if 
any control whatever is to be exerted over 
the very rapid growth of credit. 

All this makes a situation in which the 
money outlook is fundamental to business 
in various aspects. It need not be sup- 
posed, however, that the volume of busi- 
ness is likely to be curtailed as a result 
of possible changes in discount rates since 
it is already at practically high-record lev- 
els, while discount-rate advances, if ini- 
tiated, will apply to future borrowings 
and their effect, whatever it is, will be 
correspondingly delayed. It cannot be im- 
mediate. In fact the effect of such dis- 
count rate advances is likely to be finan- 
cial rather than commercial, operating 
through changes in stock-market values 
and security prices. 

The fact that money rates are rising 
without any reference to the Federal Re- 
serve System is, however, obvious, as the 
accompanying. diagrams indicate. Call 
money is materially higher than for a 
good while past and time funds and com- 
mercial paper are obviously trending up- 
ward. In these circumstances, a higher 
cost of commercial credit accompanying a 
decline in bond values is not to be avoided. 
Liberty bonds afford the most sensitive 
index in this connection and their quoted 
value has distinctly declined of late, their 
yield of course rising correspondingly. A 
somewhat similar or parallel state of 
things is reflected in the case of the high- 
est-grade corporation bonds. 

All these tendencies seem to show that 
there will be higher costs of corporate 
borrowing for some time to come, and in 
case a growth of reserve-bank discount 
rates should take place, this advance in 
costs may proceed more rapidly even 
than now seems likely. Careful finan- 
ciers, therefore, are inclined to defer large 
corporate financing for some time, or if 
it must be undertaken are inclined to do 
it as quickly as they can in the belief that 
the next few weeks or months will hardly 
develop a more favorable situation than 
that which now prevails. 


The Foreign Trade Outlook 


Foreign trade continues to be the least 
satisfactory element in the picture of busi- 
ness at the present time. Government 
Statistics of import trade have been 
brought down nearer to date, but are still 
far behind, so that they do not serve as 

(Please turn to page 1126) 
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Linking Up Commodities With 
Securities: II. 


Analyzing the Situation in Semi-Manufactured Prod- 
ucts — The Balance of Production and Consumption 


By JAMES H 


N the March 31st issue of THE MAGAZINE OF 
WALL STREET the writer pointed out how im- 
portant it was to choose the right industry to 

invest in, as well as the right time to enter the 
market. It was shown in four specific industries 
what this meant, and how the data required to 
form a correct judgment on the status of the in- 
dustry were amazingly simple. 

Of the examples chosen, three were raw material 
producers and one a highly-developed manufactur- 
ing industry. The following group includes pro- 
ducers of finished and semi-finished products, and 
a raw material of fundamental importance to all 
other branches of industry. 

Semi-finished products have more complicated 
situations to face than the majority of either raw 
materials or finished goods. Their output is the 
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of these industries, some indicators will serve bet- 
ter for one than another. Among the different 
data available for this purpose are figures of pro- 
duction, shipments or consumption, stocks on hand, 
prices, imports, exports, and unfilled orders. 


Fluctuations in Coal Output 


The reason why the month-to-month production 
of soft coal has been chosen as the indicator of 
this industry is because a large part of the buying 
is of a hand-to-mouth character, and the produc- 
tion varies accordingly. Neither producers nor 
consumers are in the habit of keeping very large 
stocks on hand. 

For this reason the fluctuations in the output 
of bituminous coal register very accurately, in 
general, the fluctuations in the volume of business 
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finished product of one industry and the raw ma- 
terial of another, and thus has twice as many sets 
of factors to contend with as either one alone. In 
the case of the leather industry, for example, the 
investor should properly follow the situation both 
in raw hides and in boots and shoes. Those in- 
terested in paper stocks should have a working 
acquaintance both with the lumber industry and 
the course of retail trade, which is one of the 
largest consumers of paper. 

Because of the differences in the trade positions 
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Table I-LEADERS OF THE COAL INDUSTRY 


Yield on 
Earned Present Mag. 
Mkt. of Wall 





Ratio, 

Curr. Per 
Assets to Share Price St. 

Company Tons Liab’ties 1922 (%) Rating 
Pittsburgh Coal Co a31,490,000 6:1 $5.02 6.2 31 
ConSolidation Coal Co... 11,100,000 5:1 6.36 6.6 33 
Elk Horn Coal Co. 1,450,000 bli1:1 oe aes 29 
Island Creek Coal Co... a4,000,000 b4:1 26.43 c7.2 35 


Position of Industry: Good. 


Output, 


a Capacity. 
quarter. 
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b As of Dec. 31, 1921. c Not including extra of $3 last 





activity, in car supply, and in labor supply, more 
particularly the first. Occasionally some one of 
the other factors becomes of leading importance 
—thus the strike from April to August of 1922, 
which showed immediately in a sharp decline in 
production. Car loadings exercise a certain influ- 
ence also, in restricting shipments and thus in- 
directly production, but the major influence is 
always the demand of industrial, mining and other 
consumers, depending on the general activity of 
business. Holders of coal stocks should make a 
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Table II—LEADERS OF THE PAPER INDUSTRY 


Yield on 
Ratio, Earned Present Mag. 
Curr. Per Mkt. of Wall 
Output, Assets to Share Price St. 
Company Tons Liab’ties 1922 (%) Rating 


162,000 6:1 Def. _ 20 
International Paper Co.. 580,000 a2:1 Def. eee 24 
Union Bag & Paper Co.. b90,000 8:1 $6.88 8.1 29 


Position of Industry: Good. 





Amer. Writing Paper Co.. 


a As of Dec. 2, 1921. b Exclusive of bags, wood and sulphite pulp, etc. 
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pecial point of watching the fluctuations in the 
production figures week by week. 


Retail Trade and Paper Production 


The larger items in the paper trade, newsprint 
and wrapping-paper, show a distinct tendency to 
‘ary with retail trade, and are directly affected by 
hanges in the volume of the latter. Prices are 
not a very good index, because contracts are often 
fixed for a long time in advance, so that the prices 
actually paid, the prices officially quoted, and the 
status of the industry may not immediately affect 
each other. 

The investor interested in paper stocks will get 
a better notion of the outlook for his favorite secu- 
rities by watching the changes in actual output. 
He will remember that the paper industry is pecu- 
liarly liable to increase its margin of profit sharply 
as volume of production goes up, because of its 
relatively high overhead costs. 

At the same time, because the paper industry 
is a producer of semi-finished goods, it is subject 
to changes not only in its own situation, but in 
those of the industries that supply it or receive 
its products. It therefore happens sometimes that 
vaper manufacturers are “whipsawed” by finding 
the costs of their raw materials high while the 
prices they can get from the industries which use 
their product remain low. This was largely the 
reason for the exceptionally poor showing of most 
of the paper-makers last year. Lumber prices 
were at a relatively high level, partly on account 
of the boom in building construction, while retail 
trade and the manufacturing industries which use 
paper was at a low ebb. 

The strong upward trend in the monthly figures 
since January, 1921, is clearly illustrated by the 
monthly output figures. At the present time pro- 
duction is higher than at any period since the war, 
and the position of paper companies is correspond- 
ngly promising from an investment point of view. 
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Table III—LEADERS OF THE TIRE INDUSTRY 


Yield on 
Earned Present Mag. 
Per Mkt. of Wall 
Share Price St. 
1922 (%) Rating 


$2.65 cee 30 
0.73 eos 28 
0.24 -_ 30 
6.94 _ 31 


Ratio, 
Curr. 
Assets to 
Liab’ ties 

euaiantia 3:1 
7,200,000 3:1 
8,640,000 $%:1 
2,500,000 10:1 
Position of Industry: Excellent. 


1923 


Output, 


Company Tires 


U. S. Rubber Corp : 
Goodrich (B. F.) Co... 
Fisk Rubber Co 
Kelly-Springfield 
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Seasonal Changes in Tire Output 


The attached figures clearly indicate the fact 
that there is a rhythmical seasonal variation in the 
production of tires—it starts off low in January, 
reaches a high point between June and August, 
and tapers off again to a higher point than it 
started off at, in December. The noteworthy fea- 
ture is that in the past three years it has started 
off from a higher starting-point each time. Pro- 
longing with the mind’s eye the curve of tire pro- 
duction from the first few months of 1923 one 
reaches the conclusion that the high point which 
the industry should touch around July, if the busi- 
nes situation does not change radically in the mean- 
time, will be higher than ever seen before. 

There are two other factors which the market 
student should not forget in his study of tire pro- 
duction. In the first place, both 1921 and 1922 
were marked by a higher general level of business 
activity and prosperity at the end of the year than 
toward the beginning, so that part of the rise in 
production is due to this cause. 

Second, one great reason for the remarkably low 
production of the early months of 1921 was the 
overproduction which had characterized the in- 
dustry in 1920. Even when business was going 
well it was notorious among those who followed the 
business that tires were being accumulated faster 
than the trade could take them away. -When buy- 
ing suddenly turned for the worse in the middle 
of 1920 these stocks were added to with even 
greater rapidity, and the producers turned produc- 
tion down to the lowest point possible to help them 
get rid of their supplies. 

The great danger to the industry is that a simi- 
lar condition may come up again this year. The 
productive capacity of all manufacturers taken 
together is well in excess of the needs of the coun- 
try, and in good times there will always be a temp- 

(Please turn to page 1126) 
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Table IV—LEADERS OF THE LEATHER INDUSTRY 


Yield on 
Ratio, Earned Present Mag 
Curr. Per Mkt. of Wall 
Assetsto Share Price St. 
Liab’ties 1922 (%) Rating 


$1.39 
Def. 
9.38 
13.77 


Good 





Output 


a7,750,000 
b8,650,000 


Company 


Am. Hide & Leather Co.. 
Central Leather Co 
Brown Shoe Co c14,400,000 
Endicott-Johnson Corp.. c4#6,800,000 
Position of Industry: 
a Hides and skins. b Sides, excluding lumber, glue, grease, tankage, etc. 
c Pair of shoes. d Without consideration of profit and loss deficit. 
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Which Stocks Shall I Buy Now? 


A Concentrated Picture of Eight Different 
Industries — How the Leaders Compare 


N view of the 

fact that the 

stock market 

advanced for 

nearly two years 

and securities are 

selling at a relative- 

ly high level, the 

investor has need 

to use greater dis- 

crimination than 

usual in selecting 

his investments, es- 

pecially those of a 

speculative nature. 

However, just be- 

cause stocks have had 

a very large advance in price, as a whole, 

does not necessarily justify the attitude that 

it is best to stay out of the market entirely 

until lower levels are again seen. It should 

be realized that the advance in security 

prices has had as its basis sound funda- 

mental conditions. There has been a re- 

markable improvement in business in this 

country in the past year and there appears 

to be no reason to doubt but that the im- 

provement will continue for some time to 

come. Indications are that many com- 

panies will show remarkable earnings this 

year which should enable them to reward 
stockholders with larger dividends. 

The big question for the investor to de- 
cide, therefore, is: which are the stocks 
that at present prices have not fully dis- 
counted the improvement in the affairs of 
their company. One of the best methods 
for determining this question is to com- 
pare various securities in the stock group. 
In this article, three leading companies in 
eight prominent groups are compared and 
from this comparison a conclusion is 
drawn as to which stock in each group 
appears to be in the most favored posi- 
tion at the present time. 

The industries chosen are apparently 
in the strongest position, and it is a sound 
policy in investing in stocks to favor the 
companies in industries that are surround- 
ed with the most favorable trade condi- 
tions. Speculative interest invariably cen- 
ters in these favored groups, and in a bull 
market that is where the greatest price 
appreciation will be found. Herewith fol- 
lows an analysis of the leading securities 
in each group: 


The Steel. Industry 


The most sanguine expectations of a 
year ago have been exceeded by the pres- 
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has 


By FRED S. KURR 


ent demand for steel products which is 
taxing the full capacity of the leading 
producers of the United States. Opera- 
tions of the industry, as a whole, for the 
past months, have averaged around ninety 
per cent, with activities of the United 
States Steel Corporation around ninety- 
three per cent of* capacity. In spite of 
this large production, unfilled orders con- 
tinue to gain and premiums are exacted 
for prompt delivery. 

This present rate of operation in the 
steel industry is very close to capacity at 
the present time because of the labor 
shortage, which is the one unfavorable 
factor in the situation. However, by lim- 
iting the output the effect will be to keep 
the demand heavy for many months to 
come. 

The steel group is selected as offering 
the best opportunities at the present time, 
for the reason that steel stocks are still 
selling at a relatively low level as com- 
pared with prices in 1919 and 1920, and 
would appear to offer the possibility of 
considerable appreciation in value at cur- 
rent prices. 

In the accompanying table three steel 
stocks are listed: United States Steel; 
Bethlehem Steel and Gulf States Steel. 
It will at once be noted that Bethlehem 
Steel is far below the high price reached 
in 1922; whereas United States Steel is 
quite close to the 1922 high and Gulf 
States Steel has exceeded it. Moreover, 
Bethlehem Steel, paying 5% on its com- 
mon stock, is selling 42 points below Unit- 
ed States Steel which is paying the same 
dividend, and 33 points below Gulf States 
Steel which is paying a smaller dividend. 
This stock, therefore, stands out at 
once as being considerably out of line 
with other steel stocks and appears to 
offer a good opportunity at this time. 

One of the reasons which undoubtedly 
has held Bethlehem Steel stock back has 
been the merger with Lackawanna and 
the proposed merger with Midvale. In 
taking over these two properties Beth- 
lehem Steel outstanding stock is largely 
increased and has tended to make the stock 
sluggish. This should only be a tempo- 
rary condition however, as the merger 
has been a decidedly constructive develop- 
ment for Bethlehem Steel. It will make 
this company by far the largest and 
strongest steel organization in the coun- 
try next to United. States Steel. The an- 
nual ingot capacity will be 7,600,000 tons. 
Through the acquisition of the properties 


of Midvale and Cambria, plants will be 
acquired at Coatesville and Johnstown, 
Pennsylvania, and Wilmington, Delaware, 
and important iron-ore properties in 
Michigan and Minnesota as well as de- 
veloped coal properties in Pennsylvania. 
The ability to distribute Midvale coal and 
ores with Bethlehem coal and ore sup- 
plies, it is estimated, will result in an im- 
portant lowering of operating costs. By 
having a large steel plant and low cost 
production at Johnstown, Pa., Bethlehem 
can more economically distribute its prod- 
ucts into the important Central West in- 
dustrial field which formerly could not be 
advantageously served. 

When Midvale is taken in, Bethlehem 
Steel will have a total capitalization of 
455.7 millions which will compare with a 
combined intestment in property and plant 
of 465.5 millions and aggregate net quick 
assets of 133.7 millions. After allowing 
for the funded debt and par for the pre- 
ferred stock the asset value of the com- 
mon is $180 per share. These asset values 
have been figured after allowing liberal 
deductions for depreciation and depletion 
and are represented by properties that 
have money-making possibilities, as all 
plants installed during the war for the 
making of munitions have been written 
down to zero. With earnings at the pres- 
ent time running in the neighborhood of 
$10 per share on the stock the dividend 
appears secure. Under Schwab man- 
agement, Bethlehem Steel can be de- 
pended on to get its share of the coun- 
try’s business and when the new 
properties are more closely amalga- 
mated, a larger earning power should 
be developed. 


Equipment Industry 


In the equipment industry, a veritable 
feast quickly followed the famine of 1921- 
22. In some lines, large equipment com- 
panies are unable to take on any further 
business this year. This means that the 
more important companies bid fair to 
operate close to. capacity throughout the 
entire year. It is well known that in this 
industry capacity operations means the 
piling up of huge profits. It was thought 
that the business done by the equipment 
companies in 1919 probably was the high- 
water mark for at least years to come, 
but it is now quite well assured that in 
many cases the record established that 
year will be exceeded in 1923. 
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The railroads for the past several years 
have stinted themselves on the question 
f equipment. And in view of the in- 
reased industrial activity of the country 
resulting in a large volume of freight to 
be handled, railroad management has final- 
ly realized that it is dangerous to delay 
longer in placing orders for their equip- 
ment needs. A striking example of the 
increase in this business is shown by un- 
filled orders of American Locomotive. As 
if January Ist, 1922, they stood at $3,344,- 
300 wherea$ at the beginning of this year 
they reached the imposing total of nearly 
fifty million dollars. With the orders 
that have been placed since the first of 
the year American Locomotive is practi- 
ally assured capacity operations through- 
yut the year. 

It is true that the leading equipment 
stocks have had a very substantial appre- 
ciation in market price but as a class they 
still appear to be in a good position, in 
view of the remarkable earnings that are 
iow being made. 

On basis of estimates for the first quar- 
ter of the year, American Locomotive 
earnings are at the rate of $40 per share 
per annum and Baldwin is showing ap- 
proximately the same. As both of these 
companies in past years put a large per- 
centage of their earnings back into the 
property they are now in very strong 
financial condition and present large earn- 
ings will undoubtedly mean more liberal 
treatment for the stockholders. In this 
group American Locomotive and Baldwin 
have been the leading stocks and have 
scored the greatest percentage advance. 
In spite of this fact, however, they appear 


to offer the best opportunities for further 
appreciation in value. 

A careful examination of the two com- 
panies indicates that American Locomo- 
tive is the most attractive for the reason 
that Baldwin has a considerable invest- 
ment in Polish and other foreign securi- 
ties on which ultimately some loss may 
be taken. On the other hand, American 
Locomotive has its surplus funds invested 
principally in United States Government 
obligations. Working capital of Ameri- 
can Locomotive is approximately forty 
million dollars as compared with a total 
capitalization of fifty million dollars, 50% 
of which is in common and 50% of which 
is in preferred stocks. This is a larger 
working capital than the company really 
needs to conduct its business, and it would 
be entirely justified in paying out a sub- 
stantial percentage of this year’s earnings 
in dividends. As of December 3lst, 1922, 
the company had cash and marketable se- 
curities on hand of over fifteen million 
dollars. With a profit and loss surplus 
of over twenty-three million, the pos- 
sibility exists for the payment of a 
substantial stock dividend. 


Sugar Industry 


The advance in the price of raw sugar 
to 5% cents has naturally placed the sugar 
companies in a very favorable position 
On the basis of 4-cent sugar, these com- 
panies, as a group, were in a position to 
show substantial profits and the added 
cent and a half indicates that they will 
have a banner year. Punta Alegre and 
Cuban American Sugar are in a very fa 


vorable position and it is anticipated that 
a liberal dividend policy will be adopted 
in the near future. American Sugar Re- 
fining, however, would appear to offer the 
best opportunity. From 1901 to 1921 this 
company never paid less than 7% per an- 
num on its stock. Then came the period 
of deflation with such drastic result to 
the sugar industry. American Sugar Re- 
fining was obliged to assume heavy losses 
through depreciation of inventory and re- 
pudiation of contracts which resulted in 
the passing of the dividend. This com- 
pany, however, is again definitely on the 
up-grade. In 1922, 11.72% was earned on 
the common stock and the outlook is for 
much larger earnings this year. 

The rise in raw sugar is of great benefit 
to the company in view of its thirty mil- 
lion-dollar investment in Cuban sugar 
properties which are expected to make one 
million bags of raw sugar this year. 
Profits of refiners in addition are nearly 
always larger in a rising sugar market 
and increased profits from this source are 
to be anticipated. American Sugar has 
paid off all its bank loans and has a work- 
ing capital of nearly fifty million dollars, 
so that there is apparently no good rea- 
son why dividends should not be resumed 
on the common stock some time this year 
At present prices the stock does not 
appear by any means to have fully dis- 
counted the better outlook. 


Food and Canning 


When the war ended, there was a great 
surplus of canned goods in the United 
States and abroad which had a very de- 

(Please turn to page 1142) 








_ Capitalization 
Bonds Pref'd 
( in Mil- (In 
lions) Millions) 
$360.2 
4 
2.0 


STEELS— 


Bethlehem ... 
Gulf States 
EQUIPMENTS— 


Amer. Locomotive 
Baldwin Locomotive... . 
Amer. Steel Foundries. . 


SUGARS— 


No. of 
Shares 

5,083,025 
824,705 
112,120 


250,000 9.6 6 to ee 40 
200,000 


722,196 


LEADERS OF INDUSTRY COMPARED 


Earned *Current 
Per Earn’gs -— 
Share Per 
*Ratio 1922 Share High 
5%tol $2.84 $14 111% 
¢tol 114 10 82° 
7.27 20 9475 


— Working 

Capital 
(In 

Millions) 

$413.4 

87.1 

3.2 


13634 
14234 
46'. 


19.03 40 
4.03 7 


11.72 16 


Present 
Price Div'd 
107 5 
§ 65 5 
10455 98 4 


Low 


189 34 133 
1444 138 
4075 2 38 


857% 85 
37% 
687s 


Amer. Sugar Refining. . . 
Cuban-Amer. Sugar... .. 
Punta Alegre 


FOOD AND CANNING— 


450,000 
1,000,000 1.47 6 28 
$30,073 


§def. 10 5314 


18.3 76! ; 106 
410.00 86'. 90 
7.54 5014 


412,333 
471,708 


California Packing 
360,000 


Continental Can 
TEXTILES— 


Amer. Woolen... . 
Julius Kayser 
Consolidated Textile.... 


AUTOMOBILES— 


10954 
4575 
14! 


al2.38 105 
10.00 485. 
def. 1555 


400,000 
115,700 
1,274,264 


75% 
112% 
10's 


23.70 114% 
23.21 79% 1263 
0.90 10 15 


750,000 

2,377,020 

AUTOMOBILE ACCESSORIES— 
Stewart-Warner None None 
Timken Roller Bearing.. None None 
Spicer Manufacturing.... 2.1 3.0 


COPPERS— 


Anaconda 
Kennecott 
Cerro de Pasco 


11.24 
6.43 
0.88 15 


474,800 
1,200,000 
313,750 


244%, 128% 78% 
28, 45 3314 
27% 19 


45% 
25% 
3234 


45'4 
35 
42% 


d2.00 57 
43.00 395 
43.50 46 34 


3,000,000 
2,788,213 
911,972 


None 
None 
None 


53° 

45 

50” 

a Including special reserve of $1,500,000. 
b No estimate available. 


c Paid $2.50 a share February 1, no rate announced. 
d Estimated. 


* Ratio of current assets to current liabilities. 
+ Estimated annual rate of current earnings. 
t As of December 31, 1921. 

** Earned $4.40 a share on preferred. 

§ Years ended May 31. 
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Studebaker Corp. Chandler Motor Car Co. 


Studebaker and Chandler Compared 


Studebaker’s Trade Position and Financial Strength 
Favorable Factors—Chandler Running at Capacity 








By ALFRED MAYS 


Under the circumstances 
Studebaker, in spite of, or per- 
haps because of, its conserva- 
tive policies, sold 26,665 cars in 
the first quarter, 37,000 cars 
the next, while Chandler 
turned out 2,500 cars in the 
first quarter, approximately the 
rate which it maintained on the 
average through the year. 

The net result of this su- 
periority in production, with 
the consequent superiority 
in earnings, plus a_ greater 
1'026'567 degree of conservatism 

3 to 2 in the dividend policy, gave 








TUDEBAKER and Chan- 
S dler have in the past of- 

fered fine illustrations of 
what a boom in the motor in- 
dustry, coupled with good mar- 
ket handling, can do to the 
price of a stock. They both 
have made much money in the 
medium-priced field, other ex- 
amples of which are the Buick 
and the Nash, and which prom- 
ises to be the most severely 
competitive one of the whole 
industry during 1923. Both are 
known to be facing a pros- 
perous year, judging by the 


WORKING CAPITAL COMPARED 


CURRENT ASSETS: Studebaker Chandler 
Cash piiaineeecenweq. Tee $584,795 
Receivables . ee 4,859,578 488,380 
Loans and drafts..... 3,509,865 
Inventories . 21,514,249 2,605,908 
Investments 4,017,991 1,000 

$49,076,079 $3,680,183 

CURRENT LIABILITIES: 
Notes payable..... 

Accounts payable 

DD ceecseesce 

Tax reserves...... 

Accruals on divs., payrolls, etc 


$890,000 
787,160 
102,306 
242,179 
631,971 


$2,653,616 


5,649,046 
$15,488,599 
33,587,480 
3 tol 


Total.... — 
Net working capital.... 
Ratio, assets to liabilities. 





present outlook, and it would 





Studebaker a better set-up (see 
table) of current assets as 

















be of interest to the investor 
and market follower to esti- 
mate which of them is likely to make the 
most of the opportunities that 1923 will 
offer, and which is cheaper at prevail- 
ing prices. 


Production Records 


Organized in 1921, Studebaker is two 
years the older, although its business 
dates back to a carriage-making firm 
founded in 1868 which turned to auto- 
mobile manufacture early in the game. 
Studebaker, therefore, started with an ad- 
vantage, due to its better-developed trade 
position in the earlier years of the indus- 
try. Chandler started from scratch, but 
by 1917 had brought its output up to 40% 
of that of its older rival. Because of 
war-time restrictions, both of them were 
compelled to cut their output in half the 
next year, but in 1919 Chandler was able 
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to recover more quickly than Studebaker, 
and both continued their improvement 
during the boom of 1920. 

~ With the depression of 1921 came the 
crucial test. While Chandler’s production 
dropped to 23% of what it had been the 
year before, Studebaker, by virtue of a 
strenuous advertising and selling cam- 
paign, actually increased its sales by near- 
ly 30%. On the momentum of this great 
spurt and with the help of the same ener- 
getic methods which had enabled it to 
make its good showing in 1921, Stude- 
baker kept on victoriously to a record 
year in 1922, from the standpoint of sales, 
earnings per share, and fifiancial position, 
while Chandler did not quite succeed in 
doubling its 1921 record. 

It is common belief in the trade that 
Chandler would have made a much better 
showing than it did if its financial posi- 
tion had been such as to enable it to take 
the chances which Studebaker took in 
starting a heavy production program right 
from the first quarter of 1922 and tak- 
ing the risk of being left with a big stock 
of finished cars should the motor boom 
have fallen flat. At the end of 1921 Chan- 
dler had a half-million in cash, and $234,- 
000 in receivables while it had notes to 
meet amounting to 1% millions and ac- 
counts payable of a half-million, its work- 
ing capital all in all being well below a 
million and asset liabilities ratio not quite 
3 to 2. Studebaker, at the same time, had 
total current liabilities, including tax re- 
serves, payrolls, accounts payable, etc., of 
10 million, to meet which it had 8% mil- 
lions in cash, 4 millions in receivables, 1.8 
millions in outstanding short time loans 
and sight drafts, and inventories and in- 
vestments which brought the working 
capital up to 28.3 millions. Its ratio of 
current assets to liabilities was nearly 4 
to 1. 


against current liabilities com- 
pared to Chandler, at the end of 1922. 


Under the best conditions possible, com- 
petition will be very heavy during the cur- 
rent year in the medium-priced car field, 
where neither unbeatably low prices nor 
unbeatably high quality sells a car of its 
own accord. Should the general business 
boom die out before the end of the year, 
competition would be all the keener for 
what sales can be made, and it is reason- 
able to predict that in such an event Stude- 
baker would stand the depression better 
than most of its competitors, as evidenced 
in 1921. For Chandler, on the other hand, 
no such claim can be advanced, either on 
the basis of previous record or present 
financial strength. 

For the time being, both companies are 
in unusually good trade position. Chand- 


ler is operating at capacity, production 
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schedule calling for 11,000 cars by the end 
June. Sales are running ahead of this Preferred Stocks Irregular 

igure, and current shipments are at the A . 

ate of 100 cars daily. The new Pikes Declines Unimportant—Armour & Co. of 
eak motor is making a great success in a ee . 

trade, and is regarded by company Del. and Virginia-Carolina Stocks Weak 

ficials as the foundation of the 1923 pro- 
ction program. By increasing the oper- 
ms of certain subsidiaries it is hoped 
reach an output soon of 120 cars a day, 
the peak of the seasonal demand. 
Studebaker is also reckoning on a period 
enormous production, the president hav- 

announced in the annual report for 

22 that production schedule for the first 
arter of 1923 called for 35,000 cars, or 
o above the output of the same period 

last year. It is unofficially estimated that 
a result of recent plant expansions and PREFERRED STOCK GUIDE 
provements productive capacity has 
en increased by 50% over last year, and Sound Investments 

it is further stated by those conversant Divid'd Rate Approx. Approx. 

vith the company’s affairs that it will be INDUSTRIALS: $Per Share Price ield 

ble to sell every car it produces at this American Sugar Refining Co... .. , 
creased rate. Assuming that this means aan Se De oa 

production of 150,000 cars for 1923, and American Woolen . 

hat the margin of profit will remain the eee See Sep... 

ame, as economies due to increased opera- Cluett-Peabody & Co 

ms offset possible increases in production General Motors Corp. deb. 

sts over the level of the end of 1922, it Kelly-Springfield Tire Co 


Loose-Wiles Biscuit Co. Ist 
Standard Millirg Co 


| PUBLIC UTILITIES: 


HE weakness in the stock and bond precipitous decline to 91, due evidently to 

markets found reflection to some ex- withdrawal of support by the banking 

tent in the preferred stocks but, with syndicate who recently marketed the issue 
the exception of a few issues where special and Virginia -Carolina Chemical Company 
considerations prevailed, such declines as preferred reached a low of 55, based on 
occurred were more orderly than in the reports that the Company's operations for 
other security markets, reactions being the fiscal year ending May 31, would not 
limited to one or two points. Armour & show a profit. As a rule, however, the 
Company of Delaware preferred had a market was relatively steady 
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STUDEBAKER & CHANDLER mm 
COMPARED Ry RT alee 


Studebaker Chandler RAILROADS: 
) Pfd. $9,450,000 Chesapeake & Ohio conv ‘ (e.).. 
| Capitalizat'n } Com. 750,000 shs 280,000 chs Bangor & Aroostook ied lar ane (c.) 
($100 par) ($100 par) Chicago & Northwest partic. ..........(m.c.).. 
Production Colorado & Southern Ist..............(m.c.) 
(1922)...... 110,269 10,000 
Earnings per sh. Middle-Grade Investments 
1920 ne INDUSTRIALS: 
6.09 Armour & Co. of Del (c. 
6.00 American Steel Foundries (C3. 
Allis-Chalmers Mfg. Co (e.). 


' .587,480 1,026,567 American Smelting & Ref. Co. 
Ratio, “ah epeaemeens . Associated D ae Co. Ist. 


iabilities. . .. : 3:2 Brown Shoe 
me 71 Bethlehem Steel. Corp. conv 
: 8.4% Bush Terminal Buildings Co..... 
Coca-Cola 
Cuban-American Sugar Co 
Genl. American Tank Car Corp.. 
; reasonable to expect net earnings of 30 General Baking Co 
millions, or $40 a share on the new com- my any y Fhe 
mon stock capitalization, after the 25% Nati. Cloak & Suit Co 
i * ears-NRoeduc 
stock — . last oe — US. Industrial Alcohol Go: 
Chandler should produce — - PUBLIC UTILITIES: 
cars this year, according to trade authori- Amer..W. Wks. & Elec. Corp. Ist 
ties, who estimate in the same way that Public Service of N 
‘ the situation continues as bright as it RAILROADS: 
seems now the company should earn some- Baltimore & Ohio 
thing under 4 millions, or about $14 a Chinen & Pe Pe oe pid aes 08 
hare on the common. Pittsburgh & W. Va 
At present market prices both stocks 
vield over 8%. Studebaker has the better INDUSTRIALS: 
record of the two, particularly on the im- American Beet Sugar Co 
portant question of resisting such depress- California Petroleum partic. pfd 
. : Famous Players-Lasky Corp 
ng influences as affected the automobile Fisher Body Corp. of Ohio 
dustry in 1921. It also has an incom- Mack Trucks, Inc., Ist 
: aon Orpheum Circuit 
| irably better financial position, and trade Pure Oil Co. conv. 
stimates give it a better outlook for 1923. 5, Bator Lay ate. “A 
While the yield on current market price an UTILITIES: 
is somewhat higher in the case of Chand- . “0 
‘ . ° Market Street Railway prior pfd 
ler than Studebaker, the ratio of earnings RAILROADS: 
per share to current market price, which is Pere Marq nN ‘ 67 
very good ultimate criterion of values, tee gg oe 5 60 
s 24% for Studebaker and something over Southern Railway Des 7 
8% for Chandler. From this standpoint 
alone it would seem that Studebaker * Based on average earnings during past six 
. years. 
is undervalued at the present market % Average umber mes corned test Ove 
price in comparison to Chandler, apart ars. 
from the other favorable features men- 
tioned above. 
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How Boom Affects Minor Steels 


Present Position and Outlook of Crucible, Iron 
Products, Sloss-Sheffield and National Enameling 


ECOVERY in the steel industry has 

reached a point where, in some trade 

circles, predictions are made that 
the steel mills of the country will soon 
be more actively and profitably employed 
than they were during the pressure of 
war business. This seems almost too radi- 
cal a prediction, but it is an established 
fact that the mills are now operating at an 
average of 90% of capacity and the over- 
flow of business is finding its way into 
the mills of all the companies, the Steel 
Corporation, the big independents and the 
little independents. 


The Advance in Steel Prices 


From the low of last year, steel prices 
have advanced about $14 a ton on the aver- 
age, but these prices will not be reflected 
fully in earnings for the first quarter of 
this year, as orders taken now will not be 
shipped for some months to come. It is 
claimed that independent companies are 
benefiting from the advance in steel prices 
to a greater extent than the U. S. Steel 
Corporation, because many of the inde- 
pendents have been accepting premium 
business, something which is against the 
policy of the big company. 

When the stock market turned in Au- 
gust, 1921, the depression in the steel in- 
dustry had not reached bottom. In fact, 
early in 1922 steel mills were not operat- 
ing much above 30% of capacity. For 
example, at the end of March, 1922, the 
unfilled tonnage of the Steel Corporation 
stood at less than 5 million tons. At the 
end of February, 1922, the total was al- 
most 7,300,000. It is a well-known fact 
that the steel industry is one of the 
last basic industries to respond to the 
recovery in business and, therefore, the 
relative sluggishness of steel shares dur- 
ing the early and even the middle stages 
of a bull market is explainable. 

Practically every group of stocks has 
had periods of concentrated speculative 
activity and the steel group has come in 
for its share, but when the steel stocks 
have advanced in this present bull market, 
it has frequently been because of specific 
developments affecting some certain issues 
rather than because the recovery in the 
industry, as a whole, as being evidenced 
by reports of big earnings. Deficits after 
dividends in 1922 among the steel com- 
panies were common enough and up to 
the present time resumption of dividends 
have been relatively few. In other words, 
the earnings revival has not gone so far 
along in the steel industry as in many 
others and there have not been as many 
“talking points” on which to boom the 
steel shares. ‘ 

Now, however, that the volume of the 
steel business is so large that minor steels 
as well as the big companies are feeling 
the influx, there is more speculative inter- 
est in these so-called minor or special 
1090 


By JOHN MORROW 








CRUCIBLE— 


* Year ended August 31. 7 Annual rate. 





RECORD OF FOUR STEEL COMPANIES 


Earned 
Per Share 


Divs. Paid 
Per Share High 
— 74% 
$1.50 261 
11.00 278% 

i 107% 
9834 
84 

















steels. Four of these companies which 
suggest themselves as possessing interest- 
ing market characteristics are Crucible, 
Sloss-Sheffield, Iron Products and Na- 
tional Enameling & Stamping. The last 


named is only partly dependent upon the 
manufacture of steel, but as that part of 
the business has been growing during the 
past two years, the company may reason- 
ably be included in the steel group. 





Crucible Steel 


Not a Stock for Investment 


stock. The career of the common 

shares since 1915 has been as spec- 
tacular as the career of any speculative 
stock on the New York Stock Exchange. 
The general history of the company in 
the period from 1915 through 1920 is so 
familiar as to make unnecessary a de- 
tailed review. Everyone who followed 
the stock at all knew that Crucible in that 
period was making a tremendous amount 
of money on war contracts, and after that 
was taken for granted, the more interest- 
ing question arose of what Crucible would 
do when the war ended and the steel in- 
dustry came back to normal peace-time 
conditions. This question was complicated 
by the depression, when all steel com- 
panies, good, bad and indifferent, lost 
money, consequently making it impossible 
to visualize the specific prospects of Cru- 
cible. 

Now that the steel industry is very ac- 
tive and operating on a profitable basis, 
it is once more pertinent to inquire 
whether Crucible is going to make a suc- 
cess as a manufacturer of commercial 
steel products. 

Back in 1916, Crucible, on balance sheet, 


1’ many people Crucible is a mystery 


carried plant account, good will, etc., at 
less than 50 millions. As of August 31, 
1922, this had risen to 104 millions. The 
increase largely represented the expansion 
of plant facilities, denoting a permanently 
enlarged capacity for the outturn of steel 

In the same time, that is, from 1916 to 
the present, total stock had increased 
from 50 millions to 80 millions. Three 
stock dividends were paid on the commor 
stock late in 1922, 5 millions in common 
stock were sold to shareholders, it being 
understood that practically all was taken 
by interests close to the management 
This policy of stock dividends naturally 
decreased profit and loss surplus which 
stood at 20 millions in August, 1922, com- 
pared with over 45 millions in August, 
1919. In the last fiscal year, which ended 
August 31, 1922, the company absorbed a 
deficit, after dividends, of nearly 6.5 mil- 
lions which, considering the general state 
of the steel business, was perhaps quite in 
line. The treasury position at that time 
was not weak. 


The Turning Point 


In November, 1922, Chairman Wilkin- 
son told stockholders that the income sheet 
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was showing a profit in operations instead 
of a loss and further expressed the idea 
that the tide had turned. Unfilled orders 
were increasing and prospects pointed to 
a period of substantial profits. 

“The point to keep permanently in mind 
is the fact that Crucible has double the 
amount of common stock upon which to 
earn profits than it had before the war 
and plant capacity has been greatly in- 
creased. The company was not a large 
earner before the war, owing to the rela- 
tively small demand for crucible steel. 
Crucible steel is used especially in the 
manufacture of tools, the demand for 
which has just recently assumed respect- 
able proportions. The company has a 
large capacity for producing electrical 
steel, manufacture of which before the 
war was largely in Germany. It is the 
opinion of those familiar with this kind 
of steel that it has an excellent future. 
It is, however, impossible to reach a defi- 
nite conclusion as to the earning power 
of Crucible under normal conditions, for 
present plant capacity and present capitali- 
zation have not been through a period of 
peace time normal steel conditions. 


Conclusion 


The common stock is preceded by 25 
millions 7% cumulative preferred upon 
which dividends have been and are being 
regularly paid. This stock has not gone 
anywhere near the levels reached by estab- 
ished industrial preferred issues and it is 
still selling below 100. This in itself is 
some indication of a partial lack of confi- 
dence in the investment quality of the 
shares. 

It is generally accepted that the com- 
mon stock is rather closely held and under 
control of those most vitally interested in 
the progress of the company. Selling at, 
or above, 80, it is at a level to suggest the 
comment that it must be near dividend 
resumption. There have been rumors 
from time to time that earnings pointed 
to dividend payments, but when it is re- 
membered that the company did not begin 
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to show prohts until last fall, it is con- 
servative to treat cautiously the state- 
ments that dividends will shortly be re- 


stored. The common has lost many of 


its spectacular features, is no longer 
subject to wide fluctuations, but even 
so is an issue to be treated cautiously by 
the average outsider at current levels. 





Iron Products 
A Speculative Issue 


URING the past several months 
there has been an unusual amount 
of speculative activity in shares of 
the Iron Products Corporation. The com- 
mon stock has enjoyed an advance of 
almost 17 points from the low of the year, 
which is of course far more than the 
average rise of the steel stocks as a whole. 

Naturally the advance has been accom- 
panied by various explanations, the main 
one referring to the big increase in the 
company’s earnings since the beginning 
of the year. !t is claimed by those who 
are more or less interested in the welfare 
of Iron Products that current earnings 
are running at the rate of $15 a share on 
the common stock. If these expectations 
are reached, it will disclose an earning 
power hitherto unsuspected and unre- 
vealed. 

The company was incorporated in 1919 
as a consolidation of the Central Foun- 
dry Company, the Chattanooga Iron & 
Coal Company and the Essex Foundry. 
Through the Chattanooga Corporation, 
Iron Products has its own supply of coal 
and ore and coke. This makes it prac- 
tically self-containing as to pig iron. 

The manufacture of water pipe is one of 
the company’s best lines and the demand 
for this product did not begin to make it- 
self apparent in quantity until the last 
part of 1922. There is no doubt of the 
increase in the amount vi public improve- 
ments planued by towns and municipali- 
ties and this 1s of dircvt benefit to the 
Iron Products Corporation. Another im- 
portant product is svil p‘pe and fittings 
which are used in i..w building operations 


and apparently predictions of earnings of 
$15 a share on the common stock this year 
have as one of their main bases the ex- 
pectation that the construction business 
continue at present volume throughout the 
remainder of the year. 

If Iron Products earns $15 a share this 
year, it will mean a net of over $1,500,- 
000. Since incorporation in 1919, highest 
net income was $704,000 in 1920. How- 
ever, in view of the building boom and 
the increase in municipal improvements 
it seems reasonable to suppose that pre- 
vious earnings record will be topped this 
year. Of course, there is no way of guar- 
anteeing at this time the prediction of $15 
a share. From time to time it has been 
rumored that Iron Products might make 
one of a number of companies to be in- 
cluded in a merger of southern iron and 
steel companies. Naturally this has added 
to speculative interest. 

Dividends upon the $987,000 8% pre- 
ferred have been paid regularly since 1919. 
Ahead of preferred stock is a funded debt 
of not quite 2 millions. In all, charges 
preceding the common amount to $200,000, 
not a large amount. 


The common stock, however, is not 
seasoned, and has not yet acquired an 
absolutely natural market. The com- 
pany likewise is not seasoned and, 
while it may have large earnings this 
year there is, as yet, no established 
base for estimating intrinsic value of 
the common shares and they must be 
regarded as quite speculative. 


(Please turn to next page) 





The Granite City, Ill, mills of the National Enameling & Stamping Co. Its facilities and present demand for steel 
is enabling the company to substantia'ly increase its normal earning power 
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Sloss-Sheffield 


The Question as to Dividends 


YOR years Sloss-Sheffield has been 
known as one of the prominent fac- 
tors in the pig-iron market and earn- 

ings from year to year have shown a close 
relation to the course of prices in the 
pig-iron market. The period from 1910 
to 1915 was about the worst in the com- 
pany’s history and during all that period 
a poor market for pig iron ruled. Like 
all steel and iron companies, Sloss made 
big earnings during the war period. It 
will be remembered that in 1920 pig iron 
was close to $50 a ton and then by the 
end of 1921 it had droppe® below $22 a 
ton. The spring of 1922 found even lower 
prices than that, but improvement began 
in the middle of last year and has carried 
steadily forward since then. Naturally 
the improvement in price and the increase 
in demand for pig iron has been of de- 
cided benefit to Sloss-Sheffield’s business. 

The coal strike last year helped rather 
than hurt. At the close of 1921 Sloss 
had large stocks of coke on hand. The 
coal strike caused a big demand for this 
product and surplus was profitably re- 
duced. Combination then of the big de- 
mand for coke, although more or less of 
a temporary nature, and the rise in pig- 
iron prices caused Sloss to turn the cor- 
ner last year. 

The annual report for 1922 has not yet 
been published, but earnings are estimated 
to have nearly covered the amount re- 
quired to pay 7% dividend upon the $6,- 
700,000 preferred stock. Dividends on this 


issue, which is non-cumulative, have just 
been resumed after a lapse of two years. 
The management has a reputation for con- 
servatism, therefore the resumption of 
dividends is taken to mean that revenues 
are well on the profit side even though 
there are at present no figures available 
to show just how the company stands. 


Conclusion 


The preferred stock has a good divi- 
dend record, there having been but few 
lapses in the last 23 years. The stock 
sold as low as 65 last year and is now 
hovering in the neighborhood of 90. It 
may be said that the normal range for the 
shares on a dividend-paying basis would 
be between 90 and 100. A little more con- 


<< 


fidence in the company’s ability to con- 
tinue to pay regularly the $7 is needed to 
put the stock up to this normal level. The 
preferred shares are preceded by $5,400,- 
000 6% notes, due 1929, which are not 
secured by a mortgage but which are ordi- 
narily well protected by earnings. 

In ten of the years since 1900, the com- 
mon has paid dividends. A rate of $6 
was established during the war, but pay- 
ments’ were suspended in the early part 
of 1921. Of course the general improve- 
ment in the steel industry and the resump- 
tion of preferred dividends have had their 
effect upon the market price of the com- 
mon stock which is now between 55 
and 60. 

Indications of dividends on the ju- 
nior shares are currently absent, but a 
few more months of good earnings 
will probably bring the question of 
dividends to the front, in which case 
these shares should give a good ac- 
count of themselves. 





National Enameling & Stamping 
An Attractive Speculation 


ATIONAL ENAMELING & 
STAMPING primarily is not a steel 


company, but at Granite City, IIli- 
nois, the company has had thirty tin and 
sheet mills in operation and in July, 1922, 
an appropriation was made to build six 
additional sheet mills which will increase 
monthly rolling capacity almost 25%. 
When these new mills are running Na- 
tional Enameling & Stamping will have 








a capacity of 450,000 tons of steel ingots 
annually. Plants are now said to be run- 
ning at capacity and it is to be noted that 
in times like the present when the de- 
mand for steel is spreading over all the 
country, companies like National Enamel- 
ing derive large benefits and are able to 
increase substantially normal earning 
power. 

National Enameling is better known as 
a manufacturer of enameled tin, gal- 
vanized, japanned and cover ware. Prior 
to the war, the bugaboo of German and 


RATINGS ON FOUR STEEL COMPANIES 
CRUCIBLE STEEL CORP. 


Austrian competition was ever in front of 
the company and was held up as the main 
and principal reason for lack of earning 
power. During the war period, however, 
National Enameling was a big earner. 
Since the war, most of the talk has cen- 
tered around the time when European 
competition woulc resume in full force 
and National Enameling again be beset 
with difficulties. Undoubtedly, the com- 
pany’s diversification of interest expressed 
through the extension of steel-making ca- 
pacity is in anticipation of the time when 
the hardware competition is again to the 
front. Furthermore, National Enameling 
is better equipped to meet this competi- 
tion than it was. 

Unfortunately there is no way of tell- 
ing what proportion of the company’s 
earnings comes from the manufacture of 
steel. The annual report gives no clue. 
It is of importance to note; however, that 
general earning power has so far recov- 
ered as to enable the resumption of divi- 
dends upon the common stock at the rate 
of $6 a share. 

Dividends upon the 7% cumulative pre- 
ferred have been paid regularly since 1899, 
but the dividend record on the common 
has been irregular. The shares have 
not fully discounted the resumption 
of the $6 rate, and with the prospects 
for steel business such as they are, are 
not high around the 70 level. 


THE MAGAZINE OF WALL STREET 


Qualifications 
Essential industry 
Very erratic 
Should improve in 1923 
Very capable 
Ample for current needs 
Should increase 
Sufficiently high 


Element 
Character 


Management 
Financial Strength 
Earning Power 
Market Price. 


Maximum Number of Points, 35. 


IRON PRODUCTS CORP. 


Essential industry 

Unseasoned en mn ace 
“Dependent on overfiow of steel business. . 
Capable 

Ample for current needs 

Undemonstrated but reported high for 1923.. 


Has doubled in price 


Character 

Past Record 
Future Possibilities 
Management 
Financial Strength 
Earning Power 
Market Price 


Maximum Number of Points, 35. 


SLOSS-SHEFFIELD STEEL & IRON 
Essential industry 
Fairly satisfactory 
Good prospects for 1923 
Conservative and efficient 
Ample for current needs 
Erratic but should increase this year. ..... 
Has prospects oe 


Past Record 
Future Possibilities 
Management 
Financial Strength 
Earning Power 
Market Price 


Maximum Number of Points, 35. 
NATIONAL ENAMELING & STAMPING 
artly in essential industry 


P 

Erratic but fair on the whole 

Prospects have improved 
Tessive 


























Famous Players-Lasky 





The Croesus of the Films 


Famous Players Confutes Motion-Picture Prophets— 
Has Made Excellent Showing Since Organization 








YAMOUS 
k P layers- 
Lasky is 
just that—the 
Croesus of 
the Films. It 
has over 2.3 
millions of 
dollars cash. 
Its working 
capital at the 
close of last 
year exceeded 
10 millions. 
Its  invento- 
ries, at the 
date, 
were valued 
at more than 
13 millions. 
The 
pany has baf- 
fled the 
ics of mo- 
tion - picture 
financing. Its 
or ganization, 
following 
after or 
40 1919 24 D2 accompanying 
some numer- 
ous stock- 
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selling fiascos which gave the movies a 
bad name in investment eyes, was the 
signal for much head-shaking and tongue- 
wagging. Its shares, because they rep- 
resented the untried motion-picture in- 
dustry, were widely ultra- 
speculative. 

From the beginning, however, this gi- 
gantic corporation has attained results 
each year which were not only excellent 
in themselves but conspicuously better 
than those of many so-called “stable in- 
dustries.” Famous Players, in the four 
years 1919-22, inclusive, averaged 
$45 per share, or 5.7 times dividend re 
quirements, on its preferred stock, and 
over $16 per share, or more than twice 


classed as 


over 


By W. M. GEOFFREY 


Famous Players, according to all the 
prophets, should have suffered an enor- 
mous setback in 1921—that year of defla- 
tion so distressing while it lasted but now 
fast fading into membry. As the leader 
in a luxury industry, a non-essential in- 
dustry, Famous Players should have been 
one of the first to get into difficulties. 

But the records tell an entirely different 
story. The company’s operating income 
the first item shown in its Income Ac- 
count—it is true, was reduced from 7.8 
millions in the previous year to 5.8 mil- 
lion in 1921; but ample sums were avail- 
able for dividends on the shares, and the 
corporation was able to increase its total 
surplus from operations in 1921 by a sum 
within a few thousands of that scored in 
the previous easy-money year. 


A Stable Industry? 


Famous Players’ performance in 1921, 
or, for that matter, its performance since 
organization, would seem to dispel any 
doubts as to the position occupied by the 
motion-picture industry. Of course, any 
film company having inadequate manage- 
ment, or whose executives are prone to 
reckless expenditures, can warrant little 
confidence, just as such managements 
would warrant little confidence in any 
other industry. But Famous Players’ rec- 
ord apparently proves that, given a capable 
management, and one inclined toward con- 
servatism rather than reckless expansion, 
the motion-picture industry can stand up 
with the best of them. 

The fact of the matter is that motion 
pictures have come to-be an accepted part 
of public life in this country, and are rap- 
idly growing to a similar position through- 
out the world. What may have been a 
craze in the beginning, has settled into a 
habit. Like chewing gum, tobacco, Ford 
cars and other comparatively inexpensive 


luxuries, the movies now enjoy an estab- 
lished and enduring market. And _ the 
motion-picture market is more secure than 
any of the others cited because it includes 
all classes. 

Famous Players, in recent months, has 
bent its efforts toward strengthening its 
cash position. It cut down considerably 
last year on advances to subsidiaries, re- 
duced its subsidiary-company note hold- 
ing by some 1.5 millions, pared down bank 
loans by almost 1 million, etc. Recently, 
the company is understood to have con- 
verted, through sale or lease, considerable 
idle plant and building space into revenue 
production. Its earnings per share for 
the year give the appearance of a 
large reduction in earnings available 
for the stock, but that was not the 
case. Famous Players earned 4.1 mil- 
lions for its stock last year as against 
4.6 millions in the previous year. The 
reduction in earnings per share was the 
result of issuance of some 22,000 shares 
additional stock, by means of which cer- 
tain subsidiary liabilities were converted 
into capital liabilities. 

Conclusion 

The company’s preferred stock sells 
around 97, offering a yield of 
8.24%. As cited above, the dividend re- 
quirement ($8 per share) on this issue 
was earned an average of 5.7 times in 
the four years 1919-1922, inclusive. There 
is no funded debt ahead of the issue. 
Considering the company's record, indus- 
trial prestige, improving cash position and 
management, this preferred stock appears 
to be one of the most attractive semi- 
speculative issues on the list. 

The common stock pays $8 per share, 
and offers a yield of 9.09%. At the cur- 
rent price of around 88 it appears to 
possess considerable merit as a spec- 
ulative industrial security. 


today 








FAMOUS PLAYERS-LASKY 


(In Thousands of Dollars) 
1919 1920 


$4,133 $7,826 
1,024 2,505 


2,109 


dividend requirements on the common 
stock. Oper. Income 

Taxes, etc 

Net Incom:... 
Annual Surplus 
P L Surplus 
Working Capital 


Growing Resources 


The company has steadily added to its 
Property and plant, cash, etc., 
have expanded materially since the close 
of 1918, as the following comparison 
shows : 


resources. 
(In Dollars Per Share) 
Earned & Paid Per Share: 


‘Earned 


Preferred: | Paid $81.08 


$55.14 
8.00 8.00 
*17.50 
8.00 


Dollars) 

Year 
THIS 
Dec. 31 
Property, Plant, et« St57 
Cash “7 
Working Capital 7.149 
P L Surplus 1391 


for APRIL 14, 1923 


(Thousands of 
\ Earned 


Ending Common: ) Paid 5.5 


$7.65 $15.21 *20.54 
50 8.00 





* After 3° preferred sinking fund Preferred stock issued November, 1919 


preferred dividend accruals 




















Fixing a Fair Investment Price 


for Stocks 


What Should Good Common Stocks Yield?— 
Three Yield Analyses of Market Favorites 


NE of the chief marks that distin- 

guish the scientific speculator from 

the common or garden Wall Street 
aviator is the fact that, whether or not 
he is interested in investment values as 
against market profits, he always has in 
the back of his mind the notion of what 
the “fair price” of a stock ought to be, 
on an investment yield basis, before he 
touches it marketwise. 

If he is told, for instance, that XYZ 
Steel is selling at 100, paying $6 a share, 
and ought to go to 150, he will always rea- 
son, “Its yield is low enough as it is; if 
it goes to 150 it will yield less than a Lib- 
erty bond. Why the enthusiasm?” And 
unless he is given very good reason to 
believe that the stock is really worth 
more, or is about to declare a higher divi- 
dend, he will not buy. The kind of argu- 
ment which appeals to him goes some- 
what as follows: “Here is ABC Steel, 
paying $6 a share and selling at 65. It 
yields over 9%; the dividend is pretty 
well secured, and if it settles down to an 
investment level around a 7% yield, it 
will sell around 86, which is a neat 20- 
point profit.” 


A Complicating Factor 


This is very nicely reasoned on the part 
of our friend the S. S., but to make it 
really complete he should add another ad- 


justment to his scale of values. He must 
remember that he is in the position of a 
surveyor trying to measure land with a 
steel chain which itself is constantly get- 
ting longer or shorter. This sounds like 
Einstein, but it has a definite practical 
meaning to every man who holds a stock 
or a bond. ' 
It means that the investor should take 
his dim subconscious notion of what ‘a 
stock should “normally” yield and ex- 
amine it by the cold light of fact. It may 
be true at any given time that a stock 
“ought” to yield 7%, but it is not always 
true; there are times when a stock “ought” 


By MARTIN GOLDEN 


to yield more or less than 7% normally, 
without considering the question whether 
it is yielding more or less than what it 
“ought” to yield. 

Fortunately we have a very good guide 
to what stocks “ought” to yield at any 
given time in the money rate. When all 
is said and done, a man ought to get out 
of an investment at least as good a yield 
as he could get if he loaned his money 
out at the bank rate, plus an added allow- 
ance depending on the security of the type 
of investment he is holding. 

When the bank rediscount rate is 44%, 
we can say, a little arbitrarily, it is true, 
that a high-grade bond ought to yield 
about %% more or 5%, to compensate 
for the risk of market fluctuation; a high- 
grade preferred stock 14% more, or 6%, 
and a high-grade common stock 244% 
more, or 7%, arranging them in the order 
of the strictness of the company’s obliga- 
tion to pay interest or dividends. 

3ut the bank rate is not always 4%%, 
and here is where the Scientific Specula- 
tor is apt to lose his reckoning, all for 
the want of a little relativity. Suppose 
the rate were 314%. He would have to 
go through a “transvaluation of all 
values”; he should then expect bonds to 
yield 4%, preferred stocks 5%, and on his 
common stocks he should be satisfied with 
a yield of 6%. 


The Heart of the Matter 


Now we come to the nub of the mat- 
ter. We are assured by the best of bank- 
ing authorities that we are in a period of 
diminishing money supply, and very prob- 
ably of rising money rates. Should the 
fundamental bank rate rise to 5%4%, by 
parity of reasoning, the scientific market 
follower should buy no bond that yielded 
less than 6%, no preferred stock that 
yielded less than 7%, and on his common 
stocks he should insist on a yield of no 
less than 8%. His ABC Steel, that looked 
so good to him at 65, when he figured the 








Div. 

Stock Rate 

U. S. Steel Corp. .... $5 

General Eléctric Co... 8 
Union Pacific RR. Co. 10 
Standard Oil of N. J.. 1 
Anaconda Copper Co.. 1 

General Motors 1.20 

Note: 


107 
185 


41 





basis. 


SIX COMMON STOCKS 
AS THEY ARE AND AS THEY MAY BE 


Pres. 
Price 


140 


50 
15 


From above figures, most industrial common stocks will have to increase divi- 
dends substantially, sooner or later, to justify present prices on an 8%, a 7% or even a 6% 


Pres. -————Price to Yield, 
Yield 7% 6% 8% 
4.7% 71 83 62 
114 133 100 
143 167 125 

14 17 12% 

42 51 37% 


8.00% 17 20 15 

















normal value at 86, would be somewhat less 
attractive to him when he recalled that the 
new “normal value,” on the 8% yield 
basis, was 75, so that when the stock 
should finally reacli its true investment 
level, it wov'li net him, not a 2l-poit 
profit, but a 10-poi:t one. 

Of course in any age, under any clime 
10-point profits are not to be scoffed at, 
but after all, tea points are not twenty, 
and the wise speculative invesicr wil! re- 
adjust his standards of value. to the new 
circumstances when looking for bargains. 

The main point is to have a standard 
of value, and to realize that it is not a 
fixed one, but varies according to the 
variations in money conditions. Having 
determined his minimum basis, he can go 
on to consider anything above that as 
“velvet.” Or, looking at it in another 
way, a stock offers speculative opportuni- 
ties in proportion as its actual yield, or 
expected yield in the event of an increase 
in the dividend rate, is above the normal 
yield, or expected normal yield in the 
event of an increase in the money rate. 

Where a dividend increase is expected, 
a stock will sell at a price measured by 
the expected, rather than the actual divi- 
dend. How close it gets to the “normal” 
investment level for the expected yield de- 
pends on how certain the market feels of 
the expected increase. Thus a stock pay- 
ing $5 may sell at 100 if there is a rea- 
sonable certainty that the rate will soon 
be raised to $7. 

In the meantime, however, the yield on 
the actual rate will be only 5%, and to 
the casual observer it might seem as if 
the stock were selling below its invest- 
ment-yield level. It is, in a manner of 
speaking, of course, but not if the ex- 
pected change is taken into consideration. 

When, therefore, in the following tables, 
a stock is seen to be selling well above 
the price to which its current dividend 
payments would entitle it, on the current 
basis of investment yields, one should not 
hastily assume that it is selling too high. 
Like the $5 stock at 100, it may be mere- 
ly anticipating a higher dividend, which 
at current prices would yield a reasonable 
return. 


A Reasonable Distinction 


A distinction should be drawn between 
increases in the more or less permanent 
dividend rate, and extras which amount 
to the same thing, for the year in ques- 
tion, but not over a period of time. Re- 
turning to our $5 stock, if it were justi- 
fied in selling at 100 on the expectation 
of an increase in the dividend rate to $7 
for a nufber of years to come, it would 
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1920 


Company 
Allied Chemical & Dye Corp. 
International Harvester Co. ... 
U.S. Realty & Improvement Co. 


* Estimated. 


DIVIDEND DATA FOR THREE STOCKS 
r—-Earned Per Share—, Assets,to Mkt. 


$6.70 $2.64 $8.00* 
1,37 
5.55 


Pres. Price to 
Yield 
Price 7% 
74 + ~=657 
90 71 
100 86 


Ratio, 


1921 1922 = Liabilities 
8:1 
8:1 

3} 4:1 


Def. 
15.39 


14.39 
16.73 

















necessarily be worth more than 90 or 
if the additional $2 were to be dis- 

buted only once, as an extra dividend. 
In these matters of course the investor 
; to use his judgment as to how much 
a spread he should allow over the “nor- 
il” investment price in anticipation of 
reased dividends. He will have to take 
to consideration the financial strength 
the company, particularly in reference 
cash, or readily cashable assets, bank 
ins, and early maturities; its earnings 
cord over a period of years, as indicat- 
g the likelihood of the maintenance of 
e new rate; the long-term outlook for 
e industry as well as the company, pos- 
le absorption of cash by new construc- 
m, possible new financing to take care 
expansion, and such intangible factors 
the general conservatism or lack of 
nservatism of the directorate, the ad- 
sability of dividend increases in view 
public opinion, and the like. 

All these factors should be considered 
ter the “normal” investment price has 
en decided on, and should be considered 

the light of additions to or subtrac- 
ms from this normal price, the final re- 
ilt being what one might call an “advan- 
geous” price, at which the stock ought 
nally to sell. Now this advantageous 
rice should be compared with the actual 
iarket price, and if the stock is actually 
ndervalued at current prices, after all 
this analysis, it should be considered a 
irgain, and not otherwise. 

A Normal Yield 

The procedure resolves itself, 
re, into fixing a “normal” yield 
ymmon stocks in general at any given 
me, depending on the money rate as of 
hat time, and making allowances for pos- 
ible changes in this “normal” yield if 
he money rate may be expected to 
hange; determining a “normal” price on 
he basis of this yield, adding or subtract- 
1g points from this “normal” price ac- 
ding to the position of the company 
nd its industry, as described above, and 
en, and not until then, comparing the 
nal “advantageous” price with the actual 
1arket price to determine if it is a bar- 
ain or not. 

In the following paragraphs we shall 
nalyze three dividend-paying common 
tocks from the standpoint of yield and 
xpected yield as compared with normal 
ield. We shall assume that, rediscount 
ites being 414%, bonds should pay 5%, 
weferred stocks 6%, and common stocks 
'%. Some confirmation of our assump- 
ions is found in the fact that an average 
i ten high-grade bonds at current prices 
loes yield 4.87%, and one of ten equally 
igh-grade preferred stocks yield 
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ALLIED \t 
CHEMICAL 
& DYE 


current prices 
around 74, and paying 
$4 a share, this stock 
yields about 5.4%. Be- 
ing a common stock, which should yield 
7%, its price is, therefore, not justified on 
the basis of the present dividend rate, and 
the question is what reason there is for 
expecting that the rate will be raised to 
$5, at which the stock would yield 6.8%, or 
to $6, at which it would yield 8.1%. 
Reports that the company would put 
the stock on a $6 basis have been current 
since October, 1920, when the merger was 
first announced. In point of fact the com- 
pany paid no dividends until May, 1921, 
and then on a $4 basis, which has since 
been maintained. Its earnings in the first 
two years of operation do not seem to 
have justified such a rate and, although 
it is reported the year 1922 showed $8 a 
share earned, conservatism would seem to 
require that the company show its ability 
to maintain this rate of earnings over a 
period of time before paying out divi- 
dends on a basis calculated on the assump- 
tion that it can be so maintained. 
The most favorable factor in 
uation is the excellent financial 
of the company, as of December 31, 1921, 
which has been improved since. At that 
time it had 74.7 millions of current assets, 
of which 11.9 were cash and 8 in market- 
As there are outstanding 
2,169,439 shares of common stock, on 
which $2 extra would amount to 4.3 mil- 
lions, it is evident that the company could 
the out of its cash 


sit- 


the 
p Sition 


able securities. 


well pay increase 
assets. 


The hindering element has been the lack 





of certainty as to earnings. Should these 
continue around current high levels, the 
$6 rate could well be paid. At the same 
time, should money rates go up to a basis 
level of 51%2%, a point above the present 
rates, stocks should yield 8% to be nor- 
mal, so that there would be little attrac- 
tiveness then in a $6 stock selling at 74. 
In view of these facts the stock does 
not seem very much of a bargain, al- 
though it is probably worth its pres- 
ent price. 


INTER- 
NATIONAL 
HARVESTER 


At current prices 
around 90 this stock, 
paying $5, yields 5.6%. 
Up till recently, it paid 
in addition a 4% dividend in common 
stock each year, and sold in 1922 as high 
as 114. If it paid a $6 cash dividend, the 
stock would yield 6.7%, and at $7, 7.8%. 
Although the company has had a re- 
markably good earnings showing in the 
past, it has done poorly since 1920, and 
the results for this year are not likely to 
be very much better in view of the rela- 
tively low purchasing power of the farmer, 
though some improvement is expected. 
While the financial position was very 
good, at the end of 1922, with a working 
capital of 144 millions, and an 
liabilities ratio of 8 to 1, yet it had cer- 
tain weak points which would probably 
induce hesitation on the part of directors 
as to dividend increases. Cash was 10.9 
millions, or a third of the 1917-1919 aver- 
age, and lower than any recent year but 
1921. Inventories had been successfully 
brought down to 87.8 millions from the 
1920 high of 131 millions (all at 1916 
valuations), but the company had evident- 
ly had to extend liberal terms to pur- 
chasers, as its notes and accounts receiv- 
ables stood at 70.5 millions, higher than 
any year in the history of the company. 
The company is, therefore, apparently 
not getting in cash from its sales, but an 
increasing volume of notes, while open 
accounts stand where they did in 1919. 
Under the circumstances, it is hard to be- 
that the company will cut into its 
(Please turn to page 1125) 


assets- 
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They make harvesting machines at the International Harvester plant on the 


same plan as the Ford plant turns out its cars. 


This shows the progressive 


assembly of farm tractor from riveting frame to kiln-drying of paint 


1095 




















Building Your Future Income | 


Gor the man with his, first five hundred dollars — 
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Those Who Lose 


OR each one who succeeds in security investing, so the 
saying goes, somebody else must lose. 


But who loses? 


Is it not, in the main, the Amateur Dabster, who has 
never learned, and will not be taught, to look upon in- 
vesting as anything more than a game, who joins in on 
the theory that, so long as anybody is allowed to play 
anybody might as well? 


Is it not, in the main, the Plunger, who must forever be 
risking his all on a turn of fate, who sneers at conser- 
vatism and is congenitally incapable of building slowly 
—and well? 


Is it not, in the main, the Self-Sufficient—the Man 
Who Knows It All, as they say—the one who says ““Ad- 
vice costs nothing, and is worth just what it costs!""—-who 
will not heed words of common caution, no matter 
whence they come, whom only harsh, bitter experience 
will convince > 


Is it not, in short (and excepting periods of panic, 
when the whole world loses), the Shiftless, the Reckless 
and the Intolerant—the very ones who, if there were no 
security market to bring them to their senses would dash 
their brains out somewhere else > 





And of these, how many are worth saving? And of 
those worth saving, how many could you save? 
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How to Finance the “House that 


Bob Built” 


President Carter, of Savings League, Analyzes Two Standard Methods 


‘ 


MOST interesting contribution to 

public knowledge of the ways and 

means by which home-building proj- 
ects may be financed is offered by man- 
agers of the “Own Your Home Exposi- 
tion,” to be conducted in New York City 
in the last week of April. 

The contribution consists of the accom- 
panying drawing and floor plans of the 
so-called “House That Bob Built,” and 
also a remarkably clear and concise com- 
parison of the two methods by which such 
a project could be financed, viz. the 
Straight Mortgage Plan and the Building 
& Loan plan. The comparison was drawn 
up by Mr. William D. Carter, President 
of the N. Y. State League of Building & 
Loan Associations, and it is so closely in 
line with the sort of home-financing anal- 
ysis published here it demands reproduc- 
tion. 

“We will assume the cost of the land 
to be $1,500 and the building costs $8,000,” 
says Mr. Carter. “You have a total in- 
vestment then of $9,500, so your balance 
sheet will look something like this: 


$5,500 Ist mortgage loan 
2,000 2nd mortgage loan 
2,000 Your cash put in 


$9,500 Total 
“Your yearly expense will then be: 


$330 Interest at 6% on $5,500 Ist mtge. 
120 Interest at 6% on $2,000 2nd mtge. 
75 Taxes 
12 Water 
10 Insurance 


$547 Total yearly carrying costs 
500 Paid off each year on 2nd mtge. 


_— 


$1,047 Total yearly payments 


“Dividing the above by 12, we have $88 
monthly payments and expense. Of this, 
$46 may be counted as rent, as it goes to 
pay interest and taxes, etc., while $42 may 
he counted as saved, as it goes to pay off 
the 2nd mortgage. 

“If your home-building is financed un- 
der the Building & Loan plan,” continues 
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Mr. Carter, “you can bor- 
row up to 70% of the value 
of the combined house and 
land. Thus, if you can put 
in $3,000 cash, no 
mortgage loan will be need- 
ed, which makes your 
financing plan better for 
you. 

“In a 
lozn, the 
due every 
five years, depending 
the stipulation. The 
rower must then arrange 
either to pay it up, or re- 
new it for another term. 

“In the Building & Loan 

plan, the principal never comes due, if the 
monthly payments and interest are met 
promtply. The period of the loan is twelve 
years, during which time the monthly pay- 
ments reduce and pay off the principal. 


second 


regular mortgage 
principal comes 
three or every 
upon 
bor- 
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Under the Building & Loan plan your bal- 
ance sheet will be somewhat like this: 


$6,500 Ist mtge., B & L 
3,000 Your cash put in 


$9,500 Total 
“Your yearly expense will then be: 


$780 Interest and sum of monthly pay- 
ments 
75 Taxes 
12 Water 
10 Insurance 


$877 Total yearly payments 


“Divided into by 12, we have 
$73 total per month, Of this, 
$40.50 may be counted as rent, 
as it goes to pay interest and 
taxes, etc., while $32.50 may 
be counted as saved, as it goes 
toward paying off the mort- 
gage. 

“From the above you will 
see that, under the Building & 
Loan plan, 1% of the total 
mortgage is paid in monthly. 
One-half of this goes for in- 
terest, and one-half goes to 
ward reducing the mortgage 


To Mr. Carter's singularly 
clear analfsis, there is nothing 


to add, except to note that were this a 
suburban home-building project to be un- 
dertaken by a family which had formerly 
apartment-renters in the city, the 
project would involve certain additional 
expenses over and above those cited. 
These additional expenses would include 
Commutation Fare—an_ inevitable ex- 
pense which, of course, Mr. Bob 
would not have had to pay in_ the 
city; Fuel Expense—the cost of heating 
his house, which is not charged against 
the apartment-renter as a separate item; 
and, finally, Repair Expense—the cost of 
keeping the owned home in trim. It 
would not seem excessive to estimate the 
additional expense involved in these items 
at $320 a year, which would swell Bob's 
charges from $88 to $114 monthly. 

This Department believes that such 
items as these should at least be suggested, 
or hinted at, in all home-building analyses 
for the reason that, under the circum- 
stances cited, they become obligations 
which the home-builder is bound to as- 
sume and often prove just large enough to 
make the difference between a proposition 
he can afford to carry and one which is 
too large for him. If he is advised of 
these special charges in the beginning, he 
will adjust his undertakings to conform 
with them at that time, thus protecting 
himself against the necessity of readjust- 
ment after his project has reached com- 
pletion. 

There is another point which Mr. Car- 
ter does not mention, but which he prob- 
ably ignores because it is so obvious. That 
is that, after the fourth year (on the 
Straight Mortgage Plan) the 2nd mort- 
gage will become extinct. This will mean 
a drop in total charges of an average sum 
of $575 annually, and is a prospect that 
will appeal to most prospective owners. 


been 


—__ CARPENTRY 
—_. 29.1¢ 


MASONRY 
| 26.1¢ 
| 
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That Budget! 


Readers Take Pot-Shots at 
Our $7,000-a-Year Schedule 


N the March 17th issue, this Depart- 

ment offered a theoretical budget for 

an imaginary hero, yclept John Doe, 
showing the following: 


Gas, Elect. & Tel. 

Medical 

Recreation 

Clothing 

Books 5 

ee oe 2,670 
$7,000 


This budget was intended to cover, how- 
ever roughly, the personal finances of 
John Doe during his first year of resi- 
dence in a newly completed home, the to- 
tal carrying charges of this home (cost- 
ing $11,000 to build) in the first year 
being : 

First Year 
660 
500 
310 
264 
189 
120 

$2,034 

It is necessary to note that the item 
“Excess Wages” in the above was intend- 
ed to reflect the increased amount Mrs. 
Doe would have to pay for help, due to 
probable necessity of employing service 
on a full-time basis in the country, against 
an assumed part-time basis in the city, 
where they had formerly resided. The 
total wages, if figured in the above table, 
would have been about $500 more than 
those shown. 


Interest 
Amortization 
Taxes, Ins., etc. 
Excess Wages 
Commutation 
Ground Exp., etc. 


“Old Subscriber” Comments 


The Department asked for comments 
from readers concerning this budget, and 
several very interesting replies came in. 
One of these replies, signed by “Old Sub- 
scriber,” seemed particularly to the point, 
reading as follows: 


_ “Am interested in your $7,000 John Doe 

in the current issuc. 

“You are correct in only including excess 
servant wages in country home cost, but in 
the total budget you have not shown bal- 
ance of $576. Bang goes that off his savings! 
Also you enter food as $1,148, which should 
be $1,248. Another hundred gone! You 
allow nothing for incidentals, small, individ- 
ually, but $147 in my case. Also in church, 
charity, and gift expense, $528 more for me. 
_ “Income taxes and interest on any other 
indebtedness amount to $462 with me. 
hope John Doe does not dodge his taxes! 
He may or may not have any business ex 
pense to meet. I have, to the amount of 
$775. Nor have you any provision for re- 
placement of the many items, large or small, 
which are necessary in keeping up the home 
linens, draperies, furniture, iehenware, etc.). 
Also, I think you were quite optimistic as to 
taxes and insurance. 

“A comparison of your proposed and my 
actual expenses is shown herewith. I am 
obliged to combine some of your items for 
proper comparison. Might also add I have a 
1amuly of four instead of three, clothing 
amounting to $867, against your $500 
estimate. 

‘As you will see, leaving out my business 
expense as an uncommon item, the other 
three you omitted would leave a slim mar- 
gin of only $190 for savings, if the other 
items you list are O.K. Shall be inter- 
ested in your comments.” 
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“Old Subscriber” is correct in stating 
that the Food item in our theoretical 
budget should have been $1,248. We fig- 
ured it at that level in our text, but in 
gathering up the items in the final tabula- 
tion unwittingly lopped off $100. He is 
not, however, quite correct in asserting 
that we overlooked inclusion of Total 
Wages in our final budget, although he 
might charge us with not having explained 
ourselves clearly in this connection. Note 
that Total Wages would have been about 
$500 in excess of the wage figure shown 
in our First Year table; note also that 
Amortization — really savings — similarly 
amounted to $500. In carrying over our 
Home Carrying Charges to our final 
budget, then, these two items were held 
to offset one another. Additional wage 
costs were entered into Total Carrying 
Charges, while Amortization was entered 
into “Savings,” the net result being to 
keep Total Carrying Charges at about 
$2,034, but to bolster up Savings by $500. 


Amortization 


It is well, perhaps, to emphasize that 
Amortizatton—the process of constantly 
increasing one’s equity in a home one 
owns—is actually an investment, or Sav- 
ing, fund, and not an expense. To be 
sure, amortization charges must be met, 
and compose a first charge against earn- 
ings, and need to be listed among the un- 
avoidable current obligations involved in 
a home-building enterprise, when financed 
according to our program; but being 
obliged to meet these charges renders 
them none the less of an investment. 

Indeed, it is the assu:rption of amortiz- 
ing obligations which renders home build- 
ing, or home buying, tlic excellent invest- 
ment form it often provcs. For, by rea- 
son of these obligations, one is forced to 
invest on a systematic basis. 


Figuring Intangibles 
\s for the items Incidentals, Church- 
Charity, Income Tax and Interest on 











“OLD SUBSCRIBER'S” 
BUDGET 
COMPARED TO BYFI BUDGET 


Your My 
Home Expense: Estimate Actual 
Coal, gas, water, 
electricity, repairs, 
taxes, mtge...... $1,534 (a 


Interest, etc 


$1,045 (b) 


2,676 (c) 


157 
Insurance (allowing 
same as my own). 


Recreation (includ- 
ing books and 
magazines) 

Incidentals 


595 


Charity 


Income tax...... } N 
Int. on loans..... one 


Business expenses... 
Savings 


None 


$7,000 

(b) Home cost $13,500, all paid. Should 
therefore add $810 to $1,045 above for fig- 
uring actual cost. (c) Included furniture 
replacement mentioned above. (d) On 
$7,000 income basis. (a) “Old Sub- 
scriber” raised this figure to $2,034 in his 
regrouping of our budget, but the $500 is 
explained in the text. 




















Loans which “Old Subscriber” includes 
in his budget and intimates we should in- 
clude in.ours. These were consciously 
omitted. But our friends need not con- 
clude, because of the omissions, that we 
would have “John Doe” dodge his taxes, 
nor even that we would have him go 
through life without giving something to 
charity and church. The point is, solely, 
that such items as these seemed to be of 
a sort that would vary too much with 
particular cases to warrant their inclusion 
in a theoretical budget. To have “Old 
Subscriber’s” actual figures on these items 
should be very helpful to those who wish 
to compare all factors. 

Another reader, Mr. C. P. A. S., of 
Philadelphia, makes the same point as 
“Old Subscriber” with reference to 
Church-Charity expenses, and also sun- 
dries. He says: 


“There are numerous items of expense 
incurred in running a_household which 
cannot be foreseen: For instance, re- 
pairs to plumbing, replacement of china 
ware, kitchen utensils, silver, etc., house 
furnishing, pictures, Victrola records, 
tuning of piano, etc., etc., which make 
a very considerable total in the course 
of a year, and which it would seem 
should be included either under ‘Sundry 
Expenses’ or ‘Household Expenses.’ 
Mr S. is also aroused because our 

theoretical budget only allows Mr. 
John Doe $100 for his annual vaca- 
tion. Says he: 


“I note the article states ‘special sum 
will have to be set aside to finance Mr 








Editor- 


Your 
B 
[ps ic} 














The BYFI Department attempts to compile a 


budget that will fit all cases. 


loe’s vacation.’ How about a vacation 
for Mrs. Doe and the little one, who prob 
ably would enjoy a change of scene just 
as much as Mr. Doe? Furthermore, I 
would like to “~~ how much of a va- 
cation even Mr. Doe would expect to get 
for $100? He could hardly stay a week 
at Atlantic City on that amount!” 

He could not, that’s true; but 
who will say that, in these parlous 
times, a man earning only $7,000 a 
year, should expect to spend a va- 
cation at Atlantic City? 
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Solving Individual Insurance Problems 


Recommendations to Readers De- 
signed to Meet Individual Needs 


By FLORENCE PROVOST CLARENDON 


“CHARTER MEMBERSHIP” 
POLICY 


Is It a Good Investment? 


| wish to ask your opinion in regard 
taking out a $5,000 policy in the - 
surance Company of - The pol- 
which I am offered is represented to 
a Charter Membership policy and the 
tim is made that om this class of policy 
tie policyholder will participate im all 
ofits accruing to policies of this class 
hich will be composed of savings in mor- 
lity, interest in excess of reserve re- 
irements, profits from lapses, savings 
economy of managemen: and divisible 
rplus from all other sources. Begin- 
ng at the end of the second year and 
cach year thereafter, the company shall 
certain the divisible profits which have 
crued under this policy and all like 
licies as a separate class. Payment of 
1¢ first dividend shall be conditional upon 
ryment of the premium for the succeed- 
g year. From profits as ascertained, 
1% shall be apportioned for the second 
licy year and paid in cash dividend; for 
e third year, 70%; for the fourth, 80%; 
w the fifth, 90%; and thereafter the full 
mount shall be so paid. 
The above is copied direct from their 
f licy. 
The company will sell 2,000 policies of 
$5,000 each of these charter-membership 
nlicies. Thereafter, their policies will be 
ald the same as any other old-line policy 
nder the restrictions of the State. 
Also, this charter-membership policy 
irries an option of buying 5 shares of 
the capital stock of the company at the 
ar value of $20 per share. I am told 
hat the Liberty Life of Kansas, Omaha 
Life of Nebraska, and Hawkeye Life of 
lowa were started on this plan and are 
loing very well. 
What is your opinion regarding this 
»mpany and the charter-membership pol- 
y, also the capital stock of the com- 
any? The premium of this $5,000 policy 
for my age (32) is about the same as my 
ld-line policy, or $174.60 per year.—F. S., 
St. Charles, Minn. 








The company you mention has been re- 
ently organized, having incorporated in 
May, 1921. It commenced business in Oc- 
tober of the same year with an authorized 
capital of $200,000. We understand that 
the board of directors is composed of men 
well known in the business and financial 
circles of the vicinity. The success of the 
company depends altogether upon the in- 
telligence and integrity of its officers—a 
feature which we are not in a position to 
judge. 

Generally speaking, the stock of new 
life-insurance companies in the last twenty 
ears has not proven.a profitable invest- 
ment for stockholders—judged of’ course 
from a broad viewpoint, and not from 
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individual cases. There have been excep- 
tions and some companies have made a 
conspicuous success, the stock having be- 
come valuable. On the other hand, many 
of the companies organized in the last 
twenty years caused a loss to their stock- 
holders, although their policyholders have 
been well protected. 

Unless, therefore, you have a close per- 
sonal afhliation with the officers of the 
company, we should advise you to seek 
investments of a more definite character 
and seasoned class. 

The plan of selling stock or stock op- 
tions with policies has been in use for 
many years, and quite a large number of 
companies which followed this plan have 
disappeared altogether. According to the 
information now before me, the shares of 
the company you mention have a par value 
of $10 each; so that apparently the option 
offered to you is for purchase at 100% 
premium. At the present time this looks 
like a high price for the stock, although 
of course it may be held by those inter- 
ested at this fixed price. 

The name “Charter Membership Pol- 
icy” sounds well; but this title does not 
add much to the earning capacity on a 
strict financial basis. Personally, we in- 
cline more to investment in the old and 
tried life-insurance corporations. 


FOR A YOUNG MAN OF 27 


Who Allowed Government Insurance - 


to Lapse 


I wish to secure your recommendation 
as the amount of insurance I should carry 
and also as to the kind of policy I should 
take out. 

The following pertinent facts are sub- 
mitted: 

1. Age—27 on January 27, 1923. 

2. Salary—$3,000 with probability that 





it will go up to about $5,000 in the 
next three years. 

3. Capital —$2,500, im Savings Bank 
Account, Building and Loan Stock 
and dividend-paying common stocks. 
I save about $90 a month at present. 

4. Present Insurance—None. I had 
$10,000 in Government msurance but 
allowed it to lapse. 

5. Dependents—None. Any insurance | 
take out will have my parents as the 
beneficiaries, I shall probably begin 
to contribute to their support m 
three or four years. I have no im- 
mediate intentions of getting mar- 
ried. 

1 should also appreciate your making 
a recommendation as to the best company 
from which to get my insurance. The 
Mutual Benefit of Newark, New Jersey, 
has been mentioned. How does it stand 
as compared with other companies? 

I realise that I have to put off taking 
out insurance too long and shall await 
your reply with much interest—J. C. S., 
Brooklyn, N. Y. 

Your proportion of yearly saving in re- 
lation to your salary is very good, and ap- 
parently you are building up your estate in 
a conservative manner. 

You are right to include life insurance 
in the building of your estate. It has ad- 
vantages that other investments cannot 
offer, in combining with a thrift fund im- 
mediate protection for dependents after 
the initial payment is made. Thus, if 
you were insured for $10,000 and had paid 
but one annual premium after the policy 
were issued to you, your beneficiary would 
be entitled to receive $10,000 immediately 
after the receipt and approval by the 
company of claim papers—often within 
twenty-four hours’ time. 

As you have at present no dependents, 
and have no immediate intention of mar- 
rying, the primary object of your life in- 
surance would be to secure to yourself 
financial independence in old age—or at 
a time when your earning power had 
waned or possibly ceased. 

You say that you have lapsed your Gov- 


(Please turn to succeeding page) 





A Case in Point 


Called to the Insurance Department’s 
Attention by a Reader of the Magazine 


HAVE seen many articles in your 

Insurance Department intended to help 

people select insurance policies. I 
have not seen any articles, however, of a 
sort that would lead people to hang grim- 
ly on to insurance policies which they 
already have. If 1 were in your place, I 
would run articles of the latter kind, if 
only to cut down the number of expe- 
riences of the sort described in what fol- 
lows : 

A friend of mine held an insurance 
policy—straight life. He had carried this 
insurance for several years. It had taken 
ill his will-power to keep up on his pre- 
miums, but he managed somehow 

Not’ many months ago, his family 


caught the automobile craze. All their 
friends had cars. It didn’t seem “like 
folks” for them to go along without one. 

To make a long story short: The in- 
surance policy was sold. The automobile 
was purchased. 

And, two months later, my friend was 
killed in an accident. 

Experiences like that are had by the 
hundreds, year in and year out. And so, 
I say that, if I were in your shoes, | 
would use whatever influence I possessed, 
not only to get people who have no in- 
the right kind but to 


surance to get out 
geet those who have insurance to hang on 
to it, no matter whiat clse goes by the 
board.—L. V.-E., Garden City, L. I 
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ernment insurance. It may be possible, 
however, for you to reinstate it by under- 
going a new medical examination. You 
must remember that the insurance issued 
by the War Risk Bureau is offered at low 
premium rates, because all overhead ex- 
pense is paid for by the people—the in- 
surance being offered at a minimum rate 
as a reward for service given to the coun- 
try. In the event that you decide to apply 
for reinstatement in the War Risk Bu- 
reau, I would suggest your applying for 
Ordinary Life Insurance, because the Dis- 
ability Provision in the Government In- 
surance extends not only up to, but beyond 
age 60. Thus, if you became permanent- 
ly disabled at any time not only up to 
but after that age, all premiums would 
cease and the amount of the face value 
of the insurance would be paid to you in 
monthly instalments. This benefit cannot 
be continued after age 60 or 65 in the pri- 
vate companies, because disability is so 
apt to occur at these high ages. You will 
find the question of Government insur- 
ance taken up in several previous issues 
of THe MacaziIne oF WALL StrEeT— 


*2)- 


viz.: July 22nd, ‘22; August 5th, '22, ete. 

If you apply for life insurance through 
one of the private companies, I would 
suggest, in view of the information con- 
tained in your letter, that you take insur- 
ance on the 35-Year Endowment form. 
This Endowment would mature at age 62 
in your case, and the proceeds could, if 
you so desired, be paid in either monthly 
or annual instalments, instead of in a lump 
sum. This would insure a modest inde- 
pendence from your insurance investment 
at a time when you would appreciate a 
lightening of your labor without a de- 
crease in your income. A policy on this 
form at your age, taken with a non-par- 
ticipating company, would cost approxi- 
mately $21 per $1,000 of insurance. This 
gives you protection for dependents and 
Luilds up an Endowment for your old age. 

We prefer not to give preferential 
advice regarding the good life-insurance 
companies. The company mentioned in 
your letter is one of the well known “old- 
line” companies, well managed, and with 
a reputation for fair dealing with its 
policyholders. 





How to Analyze Preferred Stocks 


Their Status as Investments—What 


They 


(This is the nineteenth article in a 
serics being published here for the two- 
fold purpose.of introducing students to 
the elementary facts of practical finanec 
and assisting Income Builders in the ju- 
dicious investment of surplus funds. Pre- 
vious articles of the serics appeared in 
successive issues to date.) 


HE last two articles of this series 
T were given over to (1) a description 

of “Gilt Edged Bonds” and (2) a 
concrete example showing how such bonds 
may be analyzed. 

Carrying on w‘th our schedule, it is now 
time to take up Highest Grade Preferred 
Stocks which, as readers will remember, 
were ranked after Gilt Edged Bonds on 
the “fifth step” of our imaginary “Stair- 
case to Success.” 


What Preferred Stocks Are 


Preferred Stocks, in general, are ah in- 
vestment form lying just between bonds 
and common stocks in grade. From the 
income standpoint, they differ from bonds 
in that (except in particular cases to be 
discussed later) their claim upon the cor- 
poration for annual “interest” (dividend) 
payments is subject to the discretion of 
the directors, who, in turn, will be largely 
guided by earnings results. They differ 
from Common Stocks from the income 
standpoint in that, if any “interest” pay- 
ments are to be made, the preferred 
holders must be satisfied first, and further 
in that the amount of “interest” that can 
be paid to preferred holders in a given 
period is nearly always limited, whereas 
the amount that can he paid to common 
holders is unlimited. 

Put differently: The holder of a corpo- 
ration bond knows that, regardless of what 
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Offer — Comparing Merits 


the issuing corporation may earn, he will 
receive a certain set sum every year in the 
form of interest on his commitment so 
long as the corporation continues solvent, 
and whether it suits the directors to pay 
that interest or not. The holder of Pre- 
ferred Stock, however, must rely upon the 
current earnings of the corporation, its 
cash resources, and the discretion of the 
directors as well. If, in a given period, 
the corporation does not earn enough to 
“cover” the established dividend rate on 
its preferred, or if, at any time, the direc- 
tors deem it wise to “conserve the corpora- 
tion’s cash” (as they are prone to put it) 
the preferred holder, despite the character 
of his commitment, may have to go with- 
out any return at all. But—finally—if the 
corporation earns enough, over and above 
bond interest, to pay any dividends on its 
stocks, or if it merely has enough for the 
purpose, then the preferred stock must 
be satisfied first, to the extent of its stated 
rate, before anything may be paid on the 
common. 

The English call preferred stocks 
“preference shares.” Obviously, the term 
means “enjoying preference in respect of 
dividends.” To be complete, however, the 
term might be extended into “limited 
preference shares,” for, as has been said, 
where preferred stock does have a first 
claim on earnings after the bonds, never- 
theless the extent of that claim is nearly 
always limited by the given dividend rate. 
Thus, a 7% Preferred Stock will seldom, 
if ever, receive, in dividends, more than 
seven per cent annually. A common 
stock, of course, may receive any amount 
—even a thousand per cent. return—if the 
carnings of the issuing corporation 
justify it. 

The foregoing analysis treats preferred 
stocks from the income point of view. 


There is another angle from which to look 
on them, and that is the “Security” point 
of view. Fortunately, this may be dis- 
missed in a few words. All that need be 


said is that, in event of the liquidation of 
a company having bonds, preferred stock 
and common stock outstanding, the holders 
of the preferred issue generally enjoy a 
claim upon the corporation’s assets second 
only to that of the bondholders. 


What Constitutes a “Highest-Grade’ 
Preferred Stock? 

Knowing what Preferred Stocks, in ge: 
eral, are, we may consider the question « 
how to choose between them—how, mor 
particularly, to judge the difference bk 
tween a Highest-Grade issue in this cla: 
and issues less secure. In this connectior 
the following may be cited as standar¢ 
by which to go: 

Proximity to Earnings: Just as i 
the case of bonds, or any other corpora 
tion security, much of the merit of a give 
Preferred Stock will depend upon it 
proximity to earnings—that is, the degre 
by which it is “separated” from earning 
by reason of prior obligations. Th 
standard is not so formidable as it sound 
All it means is that, of two corporatio 
“A” and “B,” of which “A” has 5 milliot 
of bonds outstanding and an issue of pre 
ferred stock, while “B” has no bonds out 
standing, the preferred stock of “B” cor 
poration, other things being equal, will b« 
better than “A’s,” for the obvious reaso1 
that earnings available for “B” corpora 
tion’s securities will not be reduced by ; 
large amount of bond: interest befor 
“reaching” its preferred shares. 

Suppose A’s bond issue consists o 
$5,000,000 General Mortgage 6s, and it 
preferred stock of $5,000,000 7% Pre 
ferred. Suppose A’s earnings, over 
period of years, average $450,000 availabk 
for bond interest. After bond interest 
has been deducted from those earnings 
there will be only $150,000 left over fo 
distribution on the preferred, or an amount 
equal to only $3 per share. Now, if “B 
has no bonds, but a similar amount ($5, 
000,000) of 7% preferred, all its $450,00) 
earnings will be available for preferred 
dividends, and, because no prior obligatio: 
will enter to reduce those earnings, they 
are available for preferred dividends it 
their entirety, or in a sum equal to $9 per 
share, or slightly more than dividend re 
quirements. 

Conservative and Capable Manage 
ment: It is hardly necessary to elaborat« 
on the importance of this feature in any 
security analysis. Without a conservativ: 
and capable management, no company i 
secure, no matter how fruitful a field it 
may be engaged in; with such a manage 
ment, many concerns are able to eke 
profits out of very thin opportunities. Pre- 
ferred stockholders, whose income returns 
depend upon steady, uninterrupted earn 
ings, and who never have the satisfaction 
of “special” dividends, in boom years, t 
make up for ordinary disbursements in 
poor times, are entirely reliant upon the 
management behind their company for the 
maintenance of their investment. 

Stable Industry: If preferred share- 
holders are to enjoy steady income from 
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their investment, it is obvious that the in- 
stry in which their company is engaged 
ist be of a stable and enduring variety. 
‘othing in the conditions under which 
st preferred stocks are “floated” guar- 
tees buyers against the vagaries of trade. 
the last analysis, a continually good 
siness will be their main reliance. 
Good Margin of Earnings: This 
tandard” is applied to preferred stocks 
the same way as to bonds, as described 
the previous article of this series. The 
spective investor in a preferred issue 
uuld make one of his first duties the 
siness of determining how wide a 
irgin of earnings available for preferred 
vidends over preferred dividend require- 
‘nts has been earned on the average over 
period of year. If a corporation just 
inages to scrape through, year after year, 
th enough to meet its preferred divi- 
nds, its preferred shares will become of 
urse highly speculative. If, on the other 
hand, the corporation’s record shows pre- 
rred dividends earned several times over, 
iring a period of years, then its preferred 
ck becomes that much more safe an in- 
stment medium. 
Average Yield: On the well-estab- 
hed theory that “two heads are better 


ap 


than one,” the prospective investor in a 
preferred stock, or any other corporation 
security, can often derive much benefit 
from comparing the income-yield it offers, 
at the prevailing price, with the income- 
yield offered by other issues in its class. 
If that yield is far in excess of the aver- 
age, then the investor may take it to be 
a danger signal—a red flag, warning him 
to take care; if it is about on a level with 
the average, then the investor may assume 
that, in the view of the investing public, 
the issue is pretty secure. 

Thus: Let us suppose that, as at 
present, the income-yield offered by most 
of the better grade preferred issues aver- 
ages from 6% to 6.80%. This may be said 
to be the Prevailing Average Yield. Let 
us suppose, then, that we are weighing the 
merits of a Preferred Stock selling at 93 
and paying dividends at the rate of 8% 
a year. A little figuring shows us that 
the Yield offered by this stock is more 
than 8.60%. By our rule, then, this stock 
may be said to be regarded as a compara- 
tively insecure investment, and we should 
hestitate to commit ourselves in it until 
we have found out just why it sells so 
low, or yields so much. 

(To be continued) 





Points for Income Builders 


Definitions of “Transfer Books” and 
Other Much-Used Financial Terms 


N investment cir- 

cles, reference is 

frequently made 

to a _ corporation's 

“transfer books.” 

These are, merely, 

the record books in 

which are kept the 

names of the corpo- 

ration’s security holders and the total 
number of shares and kind of shares held 

y each one. 

In periods of great public interest in 
ecurity dealings, the business of keeping 
he transfer books up to date, as they 
nust be kept, frequently swells to a task 
f vast proportions. For, with title to 
housands of its shares changing hands 
very day, hundreds of new stockholders 
nust be recorded as having taken the 
lace of hundreds of old. 

For purpose of transferring title to a 
tock certificate, assignment blanks are al- 
vays printed on the back thereof. These 
lanks, properly filled in (with the in- 
lorsement of the registered holder written 
ocorrespond exactly with the name on the 
face of the certifi- 
‘ate, just as in the 
case of personal 
checks) and prop- 
erly witnessed, ren- 
der the shares ne- 
gotiable. 


<i 


Non-Assessable 


In periods of 
stress and _ strain, 
when a corporation 
had urgent need 
of additional funds, 


for APRIL 14, 1923 


it used to be quite the fashion to “de- 
clare an Irish dividend’—that 1s, to 
levy an assessment upon the holders 
of the company, by reason of which said 
holders were required to pay the corpo- 
ration a certain sum of money for every 
share held. This practice could only be 
followed, however, when the shares were 
not “full-paid”—that is, when a dollar in 
money or property had not been delivered 
to the corporation in return for every dol- 
lar of stock issued. 

In time, investors began to grow wary 
of stocks liable to such and 
in many cases corporations soon found it 
next to impossible to market securities of 
this sort. Styles changed, then, and it be- 
came the new fashion to issue stocks on 
a full-paid basis, rendering them 
assessable.” 


assessment, 


“non- 


Treasury Stock 


At the time of a company’s organiza- 
tion, its capital needs may not be imme- 
diately determinable. The directors may 
believe that they can get along with $1,- 
000,000 of capital, for example, but wish 
to reserve the right to secure more capital, 
should that prove desirable or necessary. 
In such cases, it is often the practice to 
secure from the stockholders authority to 








amount of stock than is 
‘The unsold por- 


issue a greater 


to be immediately sold 
tion is then held in the treasury, is known 
as “treasury stock,” and becomes a means 
of increasing the existing capital in the 


board's discretion. 


Underlying Bonds 

Many corporations have several differ- 
ent issues of bonds outstanding against 
them—mortgage bonds, debenture bonds, 
collateral trust bonds, convertible bonds, 
and so forth. At the time of offering each 
class of bond so outstanding, it will be 
accorded certain features of priority—cer- 
tain Special Claims upon the earnings and 
assets of the company, distinguishing it 
from any of the other bonds. Obviously, 
then, there will be certain bonds which, 
in respect of these claims, rank higher 
than any of the others; and it is these 
issues which are styled “underlying” 
bonds. 

Investors who are in the habit of re- 
garding all bonds as safe, simply because 
they are bonds, will do well to ponder 
over this definition. 


Watered Stock 


Suppose five individuals decide to or- 
ganize a corporation—an automobile man- 
ufacturing corporation, let us say. Sup- 
pose they capitalize their corporation at 
$15,000,000, and that that capitalization 
represents factories and properties actual- 
ly worth only $5,000,000 and $5,000,000 
cash paid in on 100,000 shares issued and 
sold at $50 per share. Actually, then, the 
corporation will only have $10,000,000 of 
real value back of its $15,000,000 capi- 
talization, or, as the Street puts it, its 
capital will be one-third “watered.” 

And “watered stock” is just that—stock 
issued on a basis far in excess of the real 
values it is supposed to represent. 

There are a good many stories as to 
the derivation of this term “watered 
stock.” The one that seems most plau- 
sible is built around an incident in the life 
of Daniel Drew. It seems that this fa- 
mous financier, in his cattle-ranging days 
(Drew sprang from the soil, and was il- 
literate to the day of his death), once had 
occasion to drive a herd of cows many 
miles to market, and that, in true Drew 
fashion, he drove them half to death in 
the effort to “get there quick.” Arriving 
near the market, his beasts gaunt with 
hunger and thirst, Drew realized that he 
could never sell them as they stood. They 
must be either watered or fed, and pref- 
erably both. Drew took the cannier way. 
He watered them, only. As a result, their 
swelled out to abnormal propor- 

tions, at no cost to 
him, and they could 
be brought to the 
block looking like 
pampered calves. 
“Watered stock” 
they were, in every 
sense of the word; 
stock that was given 
the appearance of 
value, but which 
very quickly de- 
flated after buying 
enthusiasm had 
cooled off. 
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Third Lesson 


How One Investor Works and the Results Obtained 


By HERBERT B. CARSON 








o OURS is a wonderful opportunity for 

service, to awaken sound thought and 
good practices in the investment field; and it 
carries corresponding responsibilities. 

“The average American is only beginning to 
find himself in these matters, and takes kindly 
to instruction; hence | think your action in re- 
viving an early feature of your Magazine, viz., 
educational articles in trading and investing, 
is a good one, and such articles, if multiplied 
in number and drawn from diversified sources, 
ought to contribute well to your purposes.” 


—Herbert B. Carson. 


and notes, (2) stocks 
paid for and held in my 
own name, (3) stock 
held on the brokers’ 
books. (These latter 
change frequently in 
number and identity, and 
may or may not be 
transferred in part or as 
a whole into the perma- 
nent investment ac- 
count.) 

(2) The second half 
the submission is a 
graph showing the in- 
vestment status on the 
first of every month be- 


of 








ESPONDING to your invitation for 
R ideas for the “School for Traders,” 

the following is the securities invest- 
ment list, with suitable discussion thereon, 
of an engineer and architect practicing in 
the Middle West. It is offered as a page 
from an engineer’s note-book, one who 
has fought the game through variable 
fortunes. From a start at twenty with 
nothing but a good technical training, at 
thirty with a good wife and no capital 
but working hard, at forty with a sizable 
family and “broke,” not from investment 
casualties but business ventures, leaving 
me many thousands to the bad; in the 
middle forties, recovering lost ground and 
again intrenched on good lines; at under 
fifty investing for income as well as profit 
with the list herewith presented for capital, 
and avoiding speculation, as such: this is 
a bird's-eye sketch of the career and ex- 
perience of the writer in the subject 
treated. My business is engineering and 
architecture, my diversion, the study of in- 
vestments. 


What the Record Covers 


The submission is 
forms: 


embraced in two 

(1) Table showing in tabular form the 
various stocks and bonds held, when pur- 
chased and at what cost, and wnit and 
total value on Oct. 1, 1922. (The date 
selected is merely arbitrary, and is in- 
tended to be illustrative.) hereon is set 
out the monthly and annual income (as of 
Jan. 1, 1923) derivable from each security. 
There are but three suspended “divi- 
denders” on the list: all others have con- 
tinued to pay consistently from the day 
they were purchased; one company only, 
the Northern Pacific, decreased its divi- 
dends disbursement. 

The set-out is classified into (1) bonds 
1102 


tween July 1, 1921, or 
the period of greatest depression in 
N. Y. Stock Exchange values, and Oc- 
tober 1, 1922, or just prior to the crest 
of the first phase of the present bull 
market. The graph is constructed from 
ledger accounts, and is extended at the end 
of each month for personal use, reference, 
information, and guidance in future 
courses of action. The graph takes note 
of all three classes, (1) bonds, (2) stocks 
owned, and (3) stocks bought on account: 
also shows status of the brokers’ loans. 
On July 1, 1921, the “net condition” was 
minus $9,250: that is, I had taken $6,500 
losses from 1919 to that date, in addition, 
the cost of the securities owned was then 
,250 less* than their scale value. By 
Jan. 1, 1922, the cost and value were about 
on a parity, the gains in the trading stocks 
were becoming appreciable, 
and by April I had wiped 


have changed radically. The metals, an 
mining in general, have been omitted (bu 
without prejudice) in favor of the oils i 
which quicker and steadier profits hav 
been found to lie. The market panic o 
1919-1921 pointed to the wisdom of reduc 
ing commitments, so that at the trough o 
the decline in 1921 no brokers’ loans were 
had. Net losses of $6,500 were taken be 
tween November 1919 and June 1921 t 
avoid extending risks to greater propor 
tions, hence July 1, the date on which the 
graph starts, there were no open commit 
ments, in order to be ready to take ad 
vantage of the impending rise, which, from 
study of past “swings” in market values, 
was felt to be soon due. 

The Panic of 1920 had shown the wis- 
dom of reducing risks by scattering in- 
vestments in small lots through represen- 
tative industries. When the turn in the 
market came I “went down the line” from 
1919 to 1921 with only about 500 shares 
stock and about $7,500 worth bonds, the 
proportion in value being kept about five 
to one; on the “rising tide,” or since 
August, 1921, the open commitments have 
varied monthly from 250 to 1000 shares. 
The indications are that some time later 
in the present year it will be well to be 
free of open commitments. 


Where Largest Commitments Were 
Placed 


The submission needs no _ particular 
comment or elucidation. The Table shows 
(Please turn to page 1138) 





out all prior losses; by Oc- 
tober the net condition was 
about $13,000 to the good. 


Analyzing the List 

Analysis of the list shows 
a wide assortment of odd- 
lot holdings, with larger 
holdings in a few special- 
ties which were considered, 
when bought, to have ex- 
ceptional possibilities. In- 
vestments as made have 
been classified into various 
industries, scattered fairly 
well over the range listed 
on the exchanges. This was 
done in order to be able 
to seize opportunities for 
switching quickly to the in- 
dustries where the funda- 
mental trade conditions 





N MEN TUS 
MONTH BY MOKTH 
ULY1 - OCT 








* The writer evidently means 
more— Ed. 
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The Future of Gold Mining Shares 


Significant Influences and Developments and 
a Review of the Position and Outlook for 
Some of the Leading Gold Mining Companies 


HE world’s gold production has been 

declining steadily for the past ten 

years, the output in 1922 being about 
two-thirds the production in 1912. In the 
United States the decline has been at a 
more rapid rate, production for the past 
year amounting to little more than half 
the annual output o: ten or twelve years 
ago. 

Conditions which affect the production 
of the greatest gold-mining district in the 
world, the Transvaal, which produced 
more than half the world’s total produc- 
tion during 1921, are bound to have their 
influence on the industry as a whole. Se- 
rious labor disturbances early in 1922 de- 
veloped into open rebellion which had to 
be suppressed by force of arms, all 
brought about by failure of the labor 
leaders to appreciate the inevitable opera- 
tion of economic laws regardless of po- 
litical ambitions or wage demands. As a 
result of the strike, the Transvaal’s gold 
production for 1922 was lowered to about 
144 million dollars, a reduction of over 
23 millions from that of the previous 
year. 

One of the leading and direct causes 
which necessitated a readjustment of 
wages in the Transvaal was the recent 
steady decline in the value of gold in Lon- 
don, which fell off from about 112 shil- 
lings in July, 1921, to about 90 shillings 
an ounce near the end of 1922. This had 
the effect of reducing the British gold 
premium to less than 4 per cent. If ster- 
ling should go to par, the currency pre- 
mium would be terminated, and the gold- 
mining industry of South Africa would 
be forced to bear the full burden of costs, 
now estimated to be 40 per cent greater 
than thost of 1913, making it still more 
difficult to maintain output. 


Conditions in the United States 


Turning to the domestic situation, we 
find that when prices began to decline in 
the last quarter of 1920, domestic gold 
producers looked forward to pre-war cost 
levels, and the possibility of reopening 
many gold properties that had been forced 
to close down during the period of high 
costs. However, in 1921, costs were fully 
50 per cent higher than in 1913, and wages 
remained high because retail prices and 
general living expenses resisted the forces 
of deflation. The decrease in costs at the 
close of 1920 was of brief duration, and 
evidently failed to stimulate the industry, 
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for the production of gold continued to 
fall off. 

Recent wage increases in the steel, coal, 
and railroad industries have forced cor- 
responding advances in the metal-mining 
districts, thus adding to the cost of gold- 
production. The current trend of interest 
rates, and other economic factors, indi- 
cates a further advance in prices. Hence, 
the reopening of many mines, that have 
been closed down for the past five or six 
years, must be deferred. Periods of idle- 
ness in mining camps are followed by de- 
terioration of underground workings and 
surface equipment, and if the process of 
disintegration incident to this inactivity 
goes on long enough, the cost of recondi- 
tioning properties and plants becomes pro- 
hibitive, and many mines are likely to be 
abandoned. 

If the decline in gold production dur- 
ing the past ten years is continued at the 
same rate for another ten years, it may 
well lead to far-reaching consequences. 
For example, the value of commodities as 
measured in gold will in all probability 
decline. Furthermore, gold will have to 
look to its laurels as a standard of value, 
for undoubtedly new attempts will be 
made to introduce some new standard, and 
many of the theories with regard to bi- 
metallism and rubber dollars will be re- 
vived, and will become the subjects for 
widespread discussion and argument. 

As the need of gold for monetary use 
becomes greater, it is probable that other 
uses of the precious metal will be inves- 
tigated with a view to avoiding unneces- 
sary consumption or waste. It appears 
that about half of all the gold that has 








THE DECLINE IN GOLD 
PRODUCTION 


(000,000 omitted) 


World’s U. 8. 
Production Production 


$90 
94 




















been produced in magdern times has been 
utilized in manufacturing and the arts 
or has been destroyed. Some of this can 
be recovered, but a large amount that has 
been used in cheap jewelry, gold leaf, and 
dental work is beyond recovery. 


Labor Shortage 


For some time there has been a shortage 
of labor in the mining industry. Inability 
to obtain men at prevailing wages has re- 
stricted production and development work 
in most of the important mining districts 
of the country. There is a widespread 
need for competent and experienced min- 
ers. The mine-labor situation would be 
relieved by a favorable modification of 
present immigration restrictions, but a 
new cause for labor shortage in the min- 
ing camps has developed since the epi- 
demic of shut-downs during the last de- 
pression in the industry threw so many 
men out of work in which they had been 
trained as specialists. It appears that 
many miners were forced into other occu- 
pations, and are now so well satisfied that 
they do not intend to return to the min- 
ing camps: This means that others will 
have to be trained to take their places, 
with consequent loss of time and effi- 
ciency, and temporarily increased expense. 
Many of the most progressive mining 
companies have proven to their satisfac- 
tion the advantage of making working 
conditions agreeable to employees, and 
living conditions as attractive as possible 
for their families. 

The gold-mining industry is not well 
represented by shares listed on the New 
York Stock Exchange. To some extent, 
this probably reflects the truth of the 
statement that has often been made to 
the effect that a gold mine is not an ideal 
basis for a public flotation. Before the 
advent of the porphyry coppers, with their 
immense reserves of ore, the value of 
which could be’ determined within rea- 
sonable limits of accuracy, all mining 
properties were included in the above 
statement of their undesirability for pub- 
lic participation. Although a legitimate 
mining project is often no more specula- 
tive than some other industrial enterprise 
with much less in the form of asset value, 
and equally at the mercy of incompetent 
management, the prejudice that has de- 
veloped against mining in this respect, and 
particularly precious metal mining, is 
based on the failure of the average min- 
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Photo by Brown Bros. 

A Modern Gold-Digging Dredge. Note 

its huge size by comparison with the 
men on the platform 


g 
nsive report with regard to its physical 
d financial condition. 

\ mining company’s failure to take the 
iblic into its confidence with regard to 
changing physical conditions, and its 
operating results, interpreted in 
nly one way, and that is that its officers 
‘sire to deceive the stockholders and the 
public, and consider it wiser to say little 
nothing rather than report facts that 
re unfavorable, or which might empha- 
size the highly speculative nature of the 
irticular enterprise under review. 
Fortunately for the public, the New 
York Stock Exchange requires that cer- 
tain information be published at regular 
intervals, and the more prosperous gold- 
mining companies are liberal in giving out 
nformation to all who may have any in- 
terest in their operations or future pros- 
pects. At this time the Exchange lists 
nly five gold-mining stocks, three of 
which are of outstanding importance, 
namely, Homestake, Dome Mines and 

McIntyre Porcupine. All three are divi- 
nd payers, and look forward to many 
‘ars of prosperous operation. The other 

two stocks, Alaska Gold and Alaska Ju- 

neau, have been great disappointments to 
both financiers and stockholders. The 
first named of these two has proven to 

a colossal failure as a financial ven- 
ture, and the latter is still struggling for 
success, which it is believed may yet be 
ttained. Both of these Alaskan proper- 
es have been of tremendous interest 
rom a technical and engineering stand- 
int, but this fact is small consolation 
) the original subscribers who failed to 
ike profits when the opportunity was 
ffered. 


ing company to issue regularly a compre- 


can be 


HOMESTAKE 


The Homestake has long been rated as 
one of the great gold mines of the world. 
It has been in operation for over 46 years, 
and has paid dividends in every year since 
1879, with the exception of 1920. The 
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present dividend rate is $6 per annum, 
payable monthly, having been increased 
from $3 per annum in November, 1922. 
As the stock is selling around $70 a share, 
the yield is about 8.5 per cent. For the 
mining risk, this rate would be 
considered low, and it stands in 
of the feeling of 
the stock is 
thereof. 

The Homestake ore deposits 
tributed throughout an immense mass of 
slate, several hundred feet thick, half a 
mile wide, and several miles long. One 
of the remarkable features of the prop- 
erty 1s the low average value of the ore, 
from $3 to $6 a ton, with 
a considerable amount averaging below $4 
a ton. The deposits are opened by six 
principal shafts, and over 130 miles of 
underground workings. From one to five 
miles of new workings are driven every 
year, and a reserve of broken ore is main- 
tained in the usually enough to 
keep the company’s six mills running a 
year. The shares of this veteran 
pany have been seasoned for many years, 
and with a long life ahead of the property 
may properly be rated as a business man’s 
investment. 

In addition to income, they offer 
speculative profits if purchased at the 
right place in the market cycle, and 
are not unattractive at present prices 
in consideration of the fact that they 
have frequently sold at 10 to 30 points 
above the present price on the basis 
of a $6 dividend. 


DOME MINES 

The history of Dome Mines dates from 
1910. It owns a large, low-grade 
body which contains irregular deposits of 
very rich ore. The ore zone is over 100 
feet wide, and has been proven to a depth 
of over 1,200 ft. by diamond drilling. On 
account of the irregularity of the ore 
values, it is difficult to make satisfactory 
estimates of the ore reserves, but it is 
believed that at least 3 or 4 years ore sup- 
ply is available on the basis of present 
development. 

Although the present policy of de- 
velopment is calculated to replenish 
the reserves by the quantity that is 
mined out during the year, the ele- 
ment of uncertainty regarding the pe- 
riod over which this process can be 
maintained makes the shares appear 
too speculative at the present price of 
$42 to be attractive. 


McINTYRE PORCUPINE 


This is the deepest gold mine in Canada. 


average 
evidence 

which 
holders 


assurance with 


regarded by the 


are dis- 


which assays 


stopes, 


com- 


ore 


The ore bodies are developed by two 
shafts, 1,625 and 2,000 ft. deep, and about 
15 miles of underground workings, not 
including about 50,000 ft. of diamond drill- 
ing. The ore lenticular in 
form, and irregular in occurrence. Ore 
reserves are estimated at about 650,000 
tons, varying in value from $7 to $ll a 
ton. Development during the past few 
years has been very satisfactory, and the 
property is no doubt destined to become 
one of the important gold producers of 


bodies are 


Canada. 

However, the present price of the 
stock around $19 a share places a 
valuation on the mine that appears 
sufficiently high in the light of the de- 
veloped ore reserves, and the shares 
cannot be considered attractive for 
speculation at this level. 


HOLLINGER 


The gold-mining shares that come the 
nearest to fulfilling the requirements of a 
genuine investment are those of Hollinger, 
listed on the Toronto and Montreal stock 
Development of this great 
property has proved 77 gold-bearing veins, 
of which 38 have been developed by exten- 
sive underground workings 
11 shafts, and the mine is 
depth of 1,200 ft 
amount to over 4 million tons, having a 
value of over 40 million dollars. 
Dividends have been paid every year for 
the past ten years, and the rate 
is 1%, or 5 cents a four 
weeks. During the past year the stock 


exchanges. 


There are 
operated to a 
Ore 


over reserves 


gross 


present 
share, every 
has sold frequently at above $12 a share, 
at which price the investment yield is only 
5.4%. At the close of 1922 there were 
about 5,000 stockholders, compared with 
3,500 at the end of 1921, and 2,800 in 1920, 
indicating the confidence with which the 
shares are regarded. Apparently they have 
no speculative attraction at present levels. 
Such a statement is a compliment when 
applied to Hollinger, which stands second 
only to Homestake among the great gold 
mines of North America. 

Among the gold-mining companies of 
lesser importance that are paying divi- 
dends, and whose listed shares are dealt 
in actively, are: Cresson Gold and United 
Eastern, listed on the New York Curb; 
Lake Shore and Wright-Hargraves, on 
the Toronto Exchange; and Golden Cycle, 
on the Colorado Springs Stock Exchange, 
Cresson and Golden Cycle are the two 
surviving dividend-paying representatives 
of the famous Cripple Creek district of 
Colorado, at time the world’s third 
greatest gold-producing region. 


one 








Shares 
750,806 


Stock 
Alaska Gold 
Alaska Juneau 
Cresson Gold.... 
Dome Mines... 
Golden Cycle... 
Hollinger 
Homestake 
Lake Shore. , : 
McIntyre Porcupine... . 
EE GOEL, cccncascccaccens 1,363,000 
Wright Hargraves..........+.+. 2,750,000 


GOLD-MINING SHARES AND DIVIDENDS 





Exchange Last 


New York 
New York 
N. Y. Curb 
New York 
Colo. Spgs 
Toronto 
New York 
Toronto 
New York 
N. Y. Curb 1-23 . 2% 
Toronto 1—23 . 8% 
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Outlook for Three Independent Oils 


What I Would Do If I Held Their Shares 


OMMON sstocks in independent oil 
C companies compose one of the most 

volatile classes of security invest- 
ment to be found. 

An instance of the uncertainties attend- 
ing such issues has been the comparative 
market careers, this year, of two com- 
mon stocks analyzed below—Pacific Oil 
and California Petroleum. Both these 
companies are, in the last analysis, Cali- 
fornia producing companies, and a year 
ago one might have been inclined to con- 
sider their prospects about equal, with the 
“edge” in favor of Pacific Oil by reason 
of its affiliations. However, recent months 
have seen Pacific Oil sagging lower and 
lower in the market during the very time 
that California Petroleum advanced to 
new highs, the explanation being an “un- 
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expected” discovery of new oil supplies on 
California Petroleum’s holdings. Obvi- 
ously, such developments as these are not 
to be foreseen by the average outsider, 
and yet they are, in many cases, at the 
bottom of. every important move in pro- 
ducing-oil securities. 

Under the circumstances, it seems wise 
to caution investors again as to the un- 


certainties involved in commitments of 
this sort. 
Experience has shown that _inde- 


pendent oil securities, especially of one- 
department (producing) companies, are as 
speculative a medium as one could select, 
and therefore they cannot be recommended 
to any except those in a position to as- 
sume the risks that sheer speculation in- 
volves. 





Pure Oil 


A Mammoth Organization 


URE OIL—formerly the Ohio Cities 
Gas Co.—has one of the most widely 
flung organizations in the petroleum 
world. It is a public utility to the extent 
that it supplies gas to such communities 
as Dayton, Springfield and Columbus, 
Ohio; it is an oil producer in its own 
right, as well as through ownership or 


control of a number of producing proper- 
ties, including Humphreys Oil, Oklahoma 
Producing & Refining, etc. Also, the 
company controls a vast transportation 
system, including over 3,000 miles of main 
trunk and gathering lines, some 100 pump- 
ing stations and over 1,500 tank cars. It 
had refining facilities, at last reckoning, 
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CALIFORNIA PETROLEUM VS. PACIFIC OIL 
An interesting illustration of the ee ye market movements in the common 
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including 7 major units of over 30,00 
barrels capacity, as well as eight casing 
head gasoline plants. Pure Oil’s foreigr 
organization is extensive, and its export 
business one of its large sources of in 
come. 

Up to recent years, the company scored 
remarkable success in its operations. It 
built up its gross business from 3.2 mil 
lions in 1916 to over 54 millions in 1920, 
and earnings available for its stock, dur 
ing the same period, increased from 1.! 
millions to over 10.4 millions. 

Had the company contented itself with 
the expansion effected up to the close oi 
1920 or so, it would appear, its results 
since then might have continued to be as 
hugely satisfying to stockholders as in 
previous years. However, such was not to 
be the case. As the Pure Oil Co., it 
continued the acquisition of new proper- 
ties and the enlargement of its physical 
structure begun when oil was first devel- 
oped on its properties, and it appears that 
the obligations assumed as a result of this 
further development were somewhat in 
excess of the immediate increase in earn 
ing power. Thus, in 1920, Pure Oil’s debt 
stood at 4.3 millions (in round numbers) ; 
by March 31, 1921, this figure stood at 
13 millions; in the same period the com- 
pany’s common stock increased by some 
7 millions and its preferred stock by some 
10 millions; earnings, however, remained 
practically stationary for one year, and 
then declined heavily. After costs and 
operating expenses, earnings were 13.9 
millions in the 1920 fiscal year; but in the 
year following, operating income was 14 
millions, and in the 1922 fiscal year (end- 
ing March 3lst) it dropped to 8.9 mil- 
lions. 

The evidence cited above would indi- 
cate that Pure Oil, since 1920, has been 
the victim of at least temporary over- 
extension, signalized by the purchase or 
absorption of properies .under peak-price 
conditions, whose earning power became 
severely reduced by reason of the price 
declines which later ensued. 


A Change for the Better 


The company’s position, in recent 
months, has tended toward improvement. 
As of July 3lst, last, a notable improve- 
ment was made in its capital position, in- 
stanced by a reduction in the funded debt 
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from 11 millions to 3 millions of dollars; 
and, besides this reduction of charges 
ahead of the shares, its earning power has 
been enhanced, both by development of 
its holdings as well as by the upswing 
which has occurred in the price of its 
products. How real a change for the bet- 
ter has occurred in the Pure Oil organi- 
zation may be gleaned from the fact that, 
whereas 1922 saw a deficit after dividends 
on the common shares, the first 4 months 
of 1923 (ending July 3lst) saw a balance 
of practically $1 per share, or at the rate 
of $3 per share for the year. 

Today, Pure Oil may be said to be in a 
particularly interesting position. Indica- 
tions are that it has completed such ex- 
pansion as it immediately contemplates, 
and that it is now at a point where the 
existing organization is being welded into 
an efficient whole. (A feature of this 
phase is the projected total absorption of 
the Oklahoma Producing & Refining Co., 
heretofore controlled by Pure Oil through 
majority ownership.) 

With more stable conditions in the oil 
industry, hope of better things for the 
shares seems justified. And the writer, 
as a holder of this stock, would be in- 
clined to stay with it, in the belief that 
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This graph shows the wide margin for its common shares consistently earned 
by Associated Oil, a record equalled by California Petroleum only in recent 


years. 


this mammoth oil organization, with its 
extensive industrial ramifications, should 
eventually redevelop its earnings status. 
On the other hand, the corporation is still 
handicapped by what appears to be pretty 
heavy capital obligations, and the chances 
of any big profits for it in the immediate 
future seem rather limited. 








Pacific Oil 


Shares Under Pressure 


Oil Co. are selling at a new low 

for the year (below 40) and within 
appreciable distance of the lowest price 
ever recorded (27% in 1921). 

Weakness in this stock is being at- 
tributed to the company’s earnings reports 
as compared with its dividend rate. Pa- 
cific Oil pays $3 a year; and its results 
for the first three quarters of last year 
(the latest official figures) are held to 
indicate that if it manages to just barely 
cover this dividend rate Pacific will be do- 
ing rather well. 

Factors in the company’s relatively poor 
showing have been pointed out before. 
They have sprung largely from the great- 
ly increased production in the California 
fields and the transformation of the coast 
into a buyers’ market. 

While liquidation in this issue, which 
has carried it from around 60 to its pres- 
ent price, can hardly be called unwar- 
ranted—indeed, such liquidation was fore- 
casted in these columns last August— 
nevertheless, it is something of a question 
whether that liquidation is not now be- 
ing carried to extremes. Based on the 
company’s results for the first 9 months 
of last year, Pacific Oil should show a 
balance of $3.45 per share for its stock; 
and, while this is not a very wide margin 
of profit, nevertheless, considering condi- 
tions, it is far from a dismal showing. 
That balance would mean a total net in- 
come of over 12 millions for the year. In 
other words, as it was made up through- 
out the major part of the year, the com- 
pany was evidently able to cover its divi- 
dend requirements. 

During the year 1922, Pacific Oil large- 
ly increased its holdings of Associated Oil, 
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actually taking on 29,630 shares more of 
this stock, bringing the total Associated 
holdings up to 230,320 shares, or about 
56% of the outstanding issue. Associated 
has leng been one of the most successful 
operatives in the coast fields. In the 10 
years 1912-21, inclusive, it earned an aver- 
age of more than $10 per share on the 
stock Pacific Oil holds, although it never 
paid more than $6 per share in any one 
year. In the first half of 1922, Associated 
earned $6.79 per share, or at the rate of 
close to $14 per share for the full year. 





Majority of Associated Oil shares is held by Pacific Oil Co. 


From this investment alone, Pacific Oil 
could undoubtedly double its income re- 
ceived (Associated Oil being in a position 
to pay twice as large dividends as it is 
paying) were such a move desirable. 

Pacific Oil, with Associated Oil and the 
Southern Pacific Co., is interested in the 
Associated Pipe Line Company, operating 
two pipe lines from the San Joaquin fields 
to San Francisco Bay. Pacific’s storage 
capacity has been very greatly increased, 
amounting to close to 5 million barrels in 
various fields at last reckoning. 

Considering the fact that Pacific Oil is 
largely a producing company, and there- 
fore subject to, all the uncertainties that 
affect such companies, its shares can only 
be considered highly speculative. Were 
the writer the holder of a block of this 
stock, he would consider that fact, and if 
his position were not such as to warrant 
retaining a speculative commitment, he 
would dispose of same. On the other 
hand, as a speculative commitment, 
Pacific Oil might prove far from un- 
profitable at these levels, and as the 
holder of the issue I would be inclined 
to retain it. 


California Petroleum 
Enjoying Unique Prosperity 


HERE Pacific Oil, as outlined 

above, has been slipping lower and 

lower in the market in recent 
months, California Petroleum—one of Pa- 
cific’s big competitors in the coast fields— 
has been soaring. Only recently, Califor- 
nia scored a record high, within an ace of 
105, and it is now selling close to that 
high point. 

California Petroleum’s market strength 
has been in response to the company’s re- 
markably increased earnings, as reflected 
in the armual report for last year, and 
showing earnings of almost $17 per share 
on the common stock, or some 90% more 
than was earned in the previous year. 

The increase in California Petroleum’s 
earnings is being attributed in large mea- 
sure to two factors: One, the company’s 
highly lucrative contract with Union Oil, 
entered into in 1920 at a time of peak 
prices and providing the company, for a 


period lasting through 1923, with a sure 
market for some 3,600,000 barrels of oil 
annually. Second, amazingly successful 
results at certain of its properties, results 
likely to bring California’s production up 
to 10 million barrels for 1923, as against 
7.6 millions last year and only 4.2 millions 
in the year before. The combined effect 
of these two factors might result in a 
further large increase in earnings for the 
current year. 


Over-Discounted? 


While nothing need be said to diminish 
the glowing outlook California Petroleum 
has ahead for 1923, it is a question 
whether the improvement has not been 
sufficiently discounted by the market. It 
seems important to note: (1) That Cali- 
fornia’s Union Oil contract—cited as one 
of the chief reasons for the company’s 

(Please turn to page 1145) 
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Back Dividends in Utility Preferreds 


High Earnings Placing Some Utilities in a Posi- 
tion to Wipe Out Back Payments on Their Pre- 
ferred Stocks—A Few Suggestions to Investors 


MONG the pub- 

A lic utilities, last 

year was not- 

able for the number 

of companies which, 

after several lean 

years, restored their 

,; stock issues to a divi- 

dend-paying basis. 

With assurances of 

continuation of good 

earnings, the current year should see many 

of the utilities making provision to take 

care of back dividends on their cumula- 

tive preferred issues which piled up in 

the past five years or more when earnings 
were poor. 

Several of the larger companies have 
recently submitted plans for this purpose 
and there are indications that many more 
are preparing to do so this year taking 
advantage of the present favorable con- 
ditions. The current year will no doubt 
see put forth many plans to take care of 
back dividends or to adjust capitalization 
to a plane where it is justified on earn- 
ing power. Where it is demonstrated that 
capitalization is out of line with earning 
power, rather than let accumulations of 
dividends pile up, there has been a ten- 
dency to wipe out the back payments and 
adjust capitalization to a point where divi- 
dends can be earned and paid. 


WESTERN POWER CORP. 


This 6% preferred stock is an invest- 
ment issue with a yield of better than 
7% which at the same time offers the 
possibility that within a short time some 
plan for taking care of the 13% in accum- 
ulations will be put into effect. This issue 
is not listed on the New York Stock Ex- 
change but enjoys an active market among 
the unlisted stocks traded in “over-the- 
counter” in New York and other large 
cities. The issue is also traded in-on the 
San Francisco exchange. At the ‘current 
selling price of around 85 a yield of slight- 
ly better than 7% is*shown on the invest- 
ment. 

While dividends were inaugurated only 
as recently as 1916, demonstrated earning 
power since that time entitles the stock 
to a good rating as an investment issue 
though, strictly speaking, it cannot be 
classed as seasoned. Initial payment on 
the preferred was made early in 1916 at 
an annual rate of 3% though the stock 
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was entitled to 6% and accumulations 
piled up until 1920 when the stock went 
on a 6% annual basis. 

Earnings in the past three years have 
been high enough to permit some extra 
payment on the preferred and _ several 
times it has been intimated that favorable 
action by the board was imminent. It is 
indicated now that before the end of this 
year a start through probably an extra 
payment in cash will be made to clean up 
the back dividends. 

With good earnings, the answer as to 
why nothing has been done thus far is 
that Western Power has been engaged in 
a very large expansion program for a 
company of its size, building hydro-elec- 
tric plants to take care of the increasing 
demand. Practically all earnings over 
current dividends on the preferred are be- 
ing but back into the property. 

The annual report for 1922 will show 
dividend of 6% on the preferred issue 
earned about three times or better than 
18%. Western Power Corporation is a 
holding company, organized in 1915 to 
consolidate the power generating and dis- 
tributing system of the same name operat- 
ing in the central portion of California. 
Not by any means as large as its neigh- 
bors, Southern California Edison Co. or 
Pacific Gas & Electric Co., the system 
nevertheless controls many valuable wa- 
ter-power sites, particularly on the Feather 
River. 

Consolidation Sought 


While not officially confirmed, it is 
known that in the past few years dis- 
cussions of consolidation with larger com- 


panies have been going on but the policy 
seems to be to go it alone and develop its 
own sites. In view of its demonstrated 
earning power, consolidation should mean 
at least par ($100), for the preferred. 
However, it is intimated that this is not 
likely in the near future. 
A résumé of earnings 
clusive, is shown below: 


1918-1921, in- 


Earned Per Share 
on Pfd. Stock 


1918 
1919 
1920 
1921 


12.18% 
14.90% 
_ 21.49% 


4 


Deducting 13% 


dividends in arrears 
this brings the actual market price of 
the preferred stock (now 85) to 73. At 
this level and paying 6% in dividends, 
the yield would be over 8% which in- 
dicates the attractive market position 
of this sound earner. 


MARKET STREET RAILWAY 


The merits of Market Street Railway 
Co. (San Francisco) 6% preferred stock 
have been consistently pointed out in these 
columns though the recent spectacular ad- 
vance in the price of the shares to above 
80 has brought the price more in line 
with its earnings, outlook and dividend 
payment. Even at the current price of 
around 80, a‘yield of 7%4% is given on 
the investment and the stock appears at- 
tractive as a semi-speculative investment. 








Div. 
None 
6% 
7% 
None 
None 
None 


6% 


Company Rate 
Calif. Ry. & Power prior pfd..... 7% 
Market St. Railway prior pfd.... 
Mobile Electric Company 
Republic Ry. & Light Company. . 
United Gas & Electric Corp 
Utah Gas & Coke Company 
Western Power Corporation 





PUBLIC UTILITY COMPANIES WITH DIVIDEND ACCUMU- 
LATIONS ON PREFERRED STOCKS 


Aagesn. 
Current iv. 


* Small payments being made from time to time on account of accumulations. 


Those issues shown as unlisted enjoy a ready market in New York among brokers dealing in 
public utility stocks and bonds. 


Last 
Payment 


Selling 

Price Market 

Oct., 1916 65 bid Unlisted 
Current 80 N. Y. Stk. Ex. 
Current 76 bid Unlisted 
April, 1920 45 Unlisted 
Sept., 1917 44 Unlisted 
April, 1919 30bid Unlisted 
Current 85 San F. Ex. 


Accum. 
444% 
12% 
*5% 
16%% 
45% 
28% 
13% 
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It has also the added attraction ot 12% 
in accumulated dividends. Initial payment 
of dividend was made April a year ago. 
Sometime before that it had been stated 
that the stock would be cumulative from 
April 1, 1920, to reimburse holders of the 
old United Railroads bonds for the pro- 
tracted period of reorganizat‘on when no 
interest on bonds was being paid though 
earned with a fair margin to spare. Bond- 
holders in return for their holdings took 
the major part of the preferred 
stock in return. 


prior 


Market Street Railway has nothing to 
fear in the shape of rate reductions as it 
is one of the traction companies 
operating on a five-cent fare and able to 
make money. Earnings for last year are 
estimated as approximating twice divi- 
dend requirements and slight improvement 
is shown so far this year 


Pending the negotiations by the 
municipality for purchase of the prop- 
erties, no adjustment of dividends is 
likely. Voters last November adopted 
c'ty charter amendments making possible 
acquisition of the lines. Most recent de 
velopment is that financial inter- 
ests are expected to go to the coast to re- 
sume discussions. The prior preferred 
stock is entitled to par ($100) and 12% 
in back dividends in dissolut’on. 
It would have to be taken care of to the 
extent of 112% of par in the event of 
purchase before any other stock issues 
would be entitled to anything. The stock 
even at the higher levels now prevail- 
ing is still attractive. 


few 


eastern 


case of 


REPUBLIC RAILWAY & LIGHT 


Republic Railway & Light Co., a hold 
ing organization, with 161%4% in accumu- 
lated dividends on the 6% cumulative pre- 
ferred stock, is well worthy of considera- 
tion though it is still in the process of 
rehabilitation. Selling around 45, the pre- 
ferred stock pays no dividends but ap- 
pears to have good possibilities for a long 
pull to the investor who is willing to carry 
a stock for speculative purposes getting 
no return meanwhile. 
hold- 


sub- 


Republic Railway & Light is a 
ing organization, one of its chief 
sidiaries being Pennsylvania-Oh‘o Electric 
Co. Up to 1918 the company was able to 
earn and pay regularly, dividends on pre- 
ferred and common stocks. The common 
dividend was lopped off that year but pre- 
ferred dividends continued to April, 1920. 
The management is good, however, and 
the company is rapidly getting back to a 
place where there w'll be consideration of 
a return to dividends. While the fact 
that there is no return on the invest- 
ment at present is a detracting factor, 
at current price of 45 there should be 
sufficient spread to make it an attrac- 
tive proposition to hold for dividend 
resumption. 


CALIFORNIA RAILWAY & 
POWER 
California Railway & Power Co. as a 
speculation is comparatively high-priced 


for an issue which is paying no dividends, 
but there justification for 
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this fact. The com- 
pany is controlled 
through a stock inter- 
est by United Railways 
Investment Co. which 
has recently put forth 
a plan for liquidating 
its own accumulated 
preferred dividends. 
United Railways is en- 
deavoring to put its 
house in order and ad- 
just capitalization to 
earning power, and as- 
sumption that this will 
extend to its subsidia- 
ry seems to have a 
good basis. But the 
real speculation in the 
found in the 
that the subsidia- 
turn has a two- 
interest im ap- 
38% of 
outstanding 
stocks of Market 
Street Railway Co. 
The other one-third in- 
terest is controlled by 
affiliated companies in 
the United 
organization. 

There is 
400,000 of 
prior 
outstanding. 
had been 


shares is 
lact 
ry in 
thirds 
proximately 
the total 


Railways 
only $2,- 
the 7% 
preference stock 

Dividends 
maintained 





ill 
bai ) — f 


tian 


ere © | 








Oc- 
none 


regularly up to 
1916, and 
that time. As a 
company, the 
are now neg- 
Accumulated 


tober, 
since Street Railway. 
holding 
earnings 
ligible. 
MY%. 
At the current price of 65 bid the stock 
It is extremely specu 


dividends are now 


seems over-valued. 
and has no demonstrated 

But as the stock has extremely 
wide swings in the securities’ 
market, it could well be watched and prob 
ably picked up cheaply. The two-third in 
terest in Market Street Railway securities 
38,350 shares preferred, 


lative earn ng 


power 
unlisted 


is comprised of 
23,500 shares second preferred and 60,000 
shares of common. the small 
amount of California prior 
preferred stock outstanding, it 
come valuable in the event of 
of Market Street Railway, giving share- 
holders of the former a first call on pro 
ceeds of its holdings. The former has no 
funded debt therefore the prior preferred 
stock has first call on all assets 


In view ol 
Railway 
would be- 
liquidation 


Mobile Electric Co. is a small company, 
a part of the Standard Gas & Electric Co. 
system of utilities. Dividends have been 
maintained regularly since 1910 when this 
stock was received in exchange 


Extra payments are 


issue of 
for the old 6% 
now being made from time to time. 
Utah Gas & Coke Co. is part of the 
American Public Utilities system, the lat- 
ter having just announced a plan for tak- 
ing care of its accumulated preferred divi- 
The Utah Co. operates gas plants 
distributing Salt Lake 
It is a comparatively small company 
well managed and are 


issue. 


dends. 


and a system in 


Cty. 


but is earnings 


Market Street, San Francisco, showing lines of Market 


This is one of the few street railway 


companies able to make money on a five-cent fare. 


showing Preferred divi- 
dends at the 


from 1909 to 1918 when scrip was substi 


improvement 
rate of 7% annually were paid 


tuted and the dividend was omitted alto 
gether in April 1919, no payments having 
that time. There 
accumulated 


been made since are now 


approximately 28% im divi- 


dends on the preferred stock 


UNITED GAS & ELECTRIC 


After several years of adversity, United 
Gas & Electric Co. just now 
getting in a position where some provision 
can be made to take the accumu- 
lated dividends on the and 
preferred stock issues 
has already been drawn up and will likely 
be submitted to stockholders for approval 
within a short 


seems to be 


care ol 
first 
\ tentative plan 


second 


while 

United Gas & Electric is a holding com- 
pany but has been unfortunate in regard to 
its subsidiaries International Traction 
Buffalo which had to go through 
one of the longest strikes on record is just 


Co. of 


an instance of what the company has had 
to contend with. American Cities is also 
controlled through stock ownership. 


While the details of the proposed plan 
for taking care of the back dividends are 
not yet known, it is indicated that pro- 
vision will be made through cutting down 
of capitalization to absorb and wipe off 
the record the large losses of the two sub- 
companies The 


(Please page 1129) 


sidiary mentioned, sub- 


furn ? 
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Europe and Our Gold 


Great Accumulation Offers Special Problem—Condi- 
tion Must Be Allowed for in Connection With Dis- 
count Policy—Plans for Assisting European Recovery 


URING the cur- 

D rent discussion 

of discount 

rates in Washington, 

' it has developed that 

our banking authori- 

ties are feeling no little anxiety with re- 

gard to the effect of the present great 

accumulation of gold in the United States, 

as well as with reference to the question 

what use ought to be made of it in order 

to provide for possible future drafts upon 

our resources. The Federal Reserve bank 

of New York has pointed out in a recent 

Statement that the loans of Federal Re- 

serve banks are about as large as they 

were in 1920, the difference between now 

and then being found in the great accumu- 

lation of gold which has taken place here 
in the intervening years. 

Our great lending power of a tech- 
nical sort, therefore, is due to the fact 
that we have an unwarranted share of 
the gold supply of the world. This 
seems to mean that, in order to enable 
foreign countries to get back to a satis- 
factory basis, we shall find it necessary 
to part with our gold in some measure. 
Should we, however, go on increasing the 
amount of bank credit outstanding up to 
a point at which the gold that we have on 
hand was necessary in order to furnish an 
adequate reserve to protect it, we should 
of course be unable to let go of any of 
our gold unless we then went through a 
period of “deflation.” Accordingly the 
view is being strongly taken, in reserve 


banking and other circles, that help might. 


be obtained would 


“segregate” 


from a plan which 
a part of this gold. 


A “Super-Reserve” 

Under our banking law a reserve of 40 
per cent in gold is required to be held be- 
hind Federal reserve notes, while 35 per 
cent in lawful money is to be held behind 
deposits shown on the books of reserve 
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as a rule, 
two 


banks. At present we have, 
about 75 per cent held against the 
items combined. 

It has been suggested in authoritative 
quarters, that, although the reserve bank- 
ing system is not required to maintain re- 
serves above the 35 and 40 per cent al- 
ready referred to, it is authorized to 
maintain any reserve it feels disposed. 
The suggestion is therefore made: Why 
not require a reserve of approximately 
100 per cent, or something like it, behind 
all outstanding reserve notes, as the Bank 
of England is theoretically required to do. 
Assuming that our regularly outstanding 
circulation of reserve notes is about 2.250 
billions to 2.4 billions and that the 
gold on hand in reserve banks is regularly 
about 3 billions, it is clear that about 
800 millions of “free gold” would thus be 
left to protect deposits with. Member 
bank deposits are now running about 1.9 
billions to 2 billions, and of this lat- 
ter sum 35 per cent would be 700 mil- 
lions at the maximum. This would leave 
a surplus of about 100 millions; and if our 
“ratio” were to be regularly reported only 
against deposits, it would appear as not 
to exceed 40 per cent. In this way a 
“super-reserve” would be provided which 
would absorb the surplus gold we now 
hold. 

Effect of This “Precaution” 


The effect of this precaution, according 
to its advocates, would be to hold the ex- 
pansion of reserve bank credits down to 
a very moderate figure, since such expan- 
sion would only occur on the check and 
deposit basis, the notes thus becoming gold 
certificates, while expansion on the check 
and deposit side would be kept to very 
moderate figures by reason of the small 
amount of free gold held as a reserve. 
Thus inflation would be curtailed or pre- 
vented. 

The gold in the super-reserve would be 


held in the bachgtound, until such time as 
it was necessary for us to make large gold 
loans to European countries in order to 
enable them to get back upon the gold 
standard. When that time came, it would 
presumably be released by permitting the 
drawing down of the reserve behind the 
notes, until, at the furthest, it was cut to 
40 per cent of the outstanding notes. Such 
gold would be used in any way that might 
be deemed necessary, either for direct ex- 
port to restore banking reserves in Europe, 
or as the basis of “gold exchange” to be 
drawn on this country by countries which 
had entered into a common agreement with 
us to reestablish the gold standard. 

A plan which contemplated our fur- 
nishing gold or “exchange,” in this way, 
was developed something less than a year 
ago, but never reached any definite frui- 
tion because of the very widespread feel- 
ing that it was dangerous or useless to go 
ahead with any such project, until the 
reparations controversy had been straight- 
ened out and settled. So, the whole matter 
has been held in abeyance, although finan- 
ciers are firmly convinced that the time 
will come when we shall lose this gold, 
either voluntarily or involuntarily. 


Credit Expansion 

Suppose that we should permit credit 
expansion to go on now up to the full 
limits permitted by this great gold re- 
serve ;—what would be the effect? Di- 
rectly, it would be seen in the advance of 
prices. Such advance of prices would, of 
course, result in making our price level 
advance a good deal faster than that of 
other countries, and particularly than that 
of Great Britain. This would have the 
effect of making it difficult or impossible 
for foreigners to buy here. We should 
cut ourselves off from foreign trade a 
good deal more effectually than we could 
do through any tariff protection however 
high. 
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Such advances in prices would 
clp nobody because they would be 
eral and the only man who would 
fit by them would be the pro- 
er (or wage earner) who succeeded in 
vancing his charge somewhat faster than 
ers were able to. This would be purely 
nporary advantage. On the whole, the 
intry would lose all around, because its 
ide would suffer. Eventually, if we con- 
ued to buy from abroad, we should have 
pay the balance in gold. This would 
ally cut back our price level, and would 
ve the other countries the funds they need 
specie. 
The process would take a long time, no 
ubt, but the final outcome would be the 
me, so far as it relates to our gold, as 
proposed scheme of making it avail- 
le now on a loan basis. In the mean- 
ne, however, we should have suffered 
om all the evils of inflation and then 
ose of deflation with corresponding de- 
ition of trade. Undoubtedly, this latter 
<perience is to be avoided if possible. 


A Doubtful Expedient 


The plan suggested for preventing in- 
ition through the maintenance of a 
iper-reserve, is, however, an expedient 
more than doubtful character. Its 
gality may be seriously questioned, 
vhile, as for the wisdom of the sugges- 
tion, it may be compared with the pro- 
sal of Mr. Bryan embodied by his plans 
” universal peace wherein he obtained 
greements with various countries requir- 
ng each to “stop and think” before de- 
claring war. The plan was a good one, but 
the question was whether countries ex- 
ited to the verge of war would be likely 
“stop and think.” There seems to be 
» good reason for thinking that, if the 
emand for inflated credit in this country 
hould attain the degree of strength which 
the advocates of the super-reserve appear 
» believe, the existence of such an arti- 
cial scheme would exert any seriously 
leterring influence. 
As a matter of fact, there is no good 
eason to suppose that it would. Were 
he plan to be resorted to moreover, the 
ffect of it would be to create suspicion 
ind doubt in many minds which would 
eel that something was being “put over,” 
hrough the tinkering with the ratio which 
ould be an inevitable incident. It may 
ell be questioned whether such a scheme 
ould not call down the more or less leg 
timate wrath of Congress in the form 
| an investigation or perhaps of new leg- 
‘lation designed to correct such adminis- 
rative interference. 


Strength of Administration 


The proper substitute for any such 
uundabout plan is of course strength and 
isdom in the administration of the Fed- 
ral reserve system. During the past week 
r two, one reason for not advancing dis- 
unt rates that has been currently given 
is been that many banks did not have 
1ough discounted paper to pay their ex 
enses. From this it seems to be 
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sumed that if they had happened in time 
past, to inflate their expense accounts, say, 
to double the present level, it would have 
been thought proper to double their port- 
folios to pay their bills. Such reasoning, 
of course, has no defense whatever. 

The policy which is called for in the 
banking the present time is 
that of holding advances of credit down 
to a level which is easily supported by 
what may be considered our average or 
normal supply of gold under favorabk 
conditions. Larger extensions of credit 
should be rigidly refused on the ground 
that the gold which we have on hand is 
not likely to continue there indefinitely, 
and that it is very much better to shape 
our policy on the basis of an average or 
normal supply of the metal, rather than 
to shape it on a basis determined by a 
temporarily large stock of gold, notwith- 
standing that we know this large supply 
cannot be kept here—certainly ought not 
to be so, either in our own interest or that 
of other countries. 


system of 


Attitude of Bankers 


The whole situation is which 
be settled only by the decisive action of 
the bankers of the country in determining 
what policy they want to have followed. 
Working hand in hand with them must of 


one can 


Orrerrirrrrir iti rr ee 


course be the business community 
whose interest it is to see credit as 
stable and regular as possible. At 
the present time there appears to 
very popular demand for 
credit to be granted on a great scale 
by reserve banks, on the theory that 
such credit will result in increasing “pros- 
perity” and advancing prices. This point 
of view, however, cannot be safdy 
cepted as an individual proposition, due to 


) 


be a larger 


ac- 


the fact that such an increase can be con- 
sidered only in with the sub- 
sequent decrease which is equally certain 
to come at the time when an outward gold 
movement sets in 

Let it be definitely understood that such 
an outward gold movement, although pre- 
dicted by officers of the Government like 
Mr. Hoover and Controller Crissinger is 
not in sight now and is not likely to start 
in any early future. We can practically 
bring it on and compel it to occur in the 
ways already indicated, and then we shall 
of course suffer the inevitable reaction. 
This is the choice which the business and 
banking community is called upon to make, 
and to make in a definite positive way. In 
fact there is no escaping it. Such a defi- 
nite choice will be far better for the com- 
munity than anything that could be ex- 
pected from a process of tinkering with 
ratios, or the establishment of a so-called 
super-reserve along lines like those which 
have been under discussion in Washington 


connection 


during recent weeks. 





Banking Situation at Washington 


The Rate Discussion — Congressional Inquiry 


Washington, April 2. 
ERY conflicting views of the 
done at the spring meeting or con- 
Federal Reserve authori 
ties, which closed on March 30, have been 
expressed, but they originate largely with 
those who followed develop 
they deserve 
The conference turned out to be a session 
of more than usual importance, includ- 
ing within its scope the question of dis- 


1 
WOTK 


ference of 


have not 


ments here as closely as 


posal of our surplus gold reserve as well 
as the general problem of current dis- 
count rates and of bank credit expansion. 
All these subjects were given a thorough 
survey and, in addition, the effect of Trea- 
which dictate the payment 
of gold out of the banks, received some 
attention 


sury policies 


Not Raised 


The fact that were not 
hy some been taken to indicat 
was a decision against the rate-raising 
policy. Nothing of the kind can be sub- 
stantiated. Rates are not raised at 
conferences but only policies ar: 
mined. 


Rates 


raise d has 
that there 


rates 


such 
deter 


It has happened in the past that Gov 
reserve banks 
this kind with 
Boards of 


ernors of came to a 
their 


Directors 


co 
ference of instruc 
who 


sired to have rate changes made provided 


tions from 


consent of the Board should be 

The whole subject would then 
be given a thorough threshing out with 
result that approval or disapproval 
would be determined on by the Board and 
then the facts would be conveyed to the 
respective banks by wire 

This sometimes gave the impression 
that a rate decision had been reached at 
the conference, the fact being that the 
only happened to be acted upon 
simultaneously. .On this occasion Gover- 
nors of some reserve banks came to the 
conference prepared to state the case for 
and against higher rates but action 
mained to be taken by the local boards, 
so that the mere fact that no announce- 
ment made at Washington 
little or no importance one way or! 
other. 


that the 
obtained. 


the 


rate 


re- 


was of 


the 


was 


Facts Developed at Conference 

The general situation as developed at 
the conference was, however, strongly im 
Member banks in 
already 


favor of higher rates. 
many parts of the country 
largely loaned up as a result of local dk 
and there were many experts im 
various parts of the country who were 
of the opinion that further credit expan 
ion would largely fall back the 
hanks themselves As to this 
(Please turn to page 1114) 


are 


mands 


upon 
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Treasury Department 
No Longer Favors 


Low Interest Rates 





Mr. Gilbert’s Statement 





March 8, 1923. 


The Undersecretary of the Treasury, 


Washington 
Dear Dr. Willis: 

In your article entitled “The Case 
For and Against Higher Discount 
Rates,” published in the January 20 
issue of THE MAGAZINE OF WALL 
Srreet, I note the following state- 
ments with reference to the Trea- 
sury’s attitude towards discount 
rates of the Federal Reserve 
3anks: “This desire of the Trea- 
sury for low rates has always been 
maintained ever since (the war pe- 
riod), because of the belief that 
such rates helped finance the Gov- 
ernment very cheaply.” ... “At all 
events, the facts are that ever since 
the Federal Reserve System was 
formed, the influence of the Gov- 
ernment and of the Treasury has 
been uniformly and consistently op- 
posed to the raising of rates.” 

These statements grossly mis- 
represent the attitude of the Trea- 
sury Department towards discount 
rates of the Federal reserve banks. 
Since the beginning of 1920, when 
the Treasury had gotten its own 
problems under control, Govern- 
ment securities have been sold on a 
strict investment basis and_ the 
Treasury has made no effort what- 
ever to have discount rates reduced 
or maintained at a low level in or- 
der to furnish a cheaper market 


for Government securities. The 
present administration of the Trea- 
sury is desirous that the Govern- 
ment’s fiscal affairs should not in- 
terfere with the proper operation 
of the banking system, and any po- 
sition taken with reference to dis- 
count rates is based on general 
credit and business conditions and 
not on a desire to create an artificial 
market for Government securities. 
Very truly yours, 
S. P. Givnert, Jr. 
Undersecretary. 








Because of its considerable in- 
terest from the standpoint of na- 
tional financial policy, we reprint 
herewith correspondence lately 
passing between Hon. S. P. Gilbert, 
Jr., Undersecretary of the Treas- 
ury, and Mr. H. Parker Willis, 
Banking Editor of The Magazine of 
Wall Street. The correspondence 
brings out the fact that the De- 
partment now disclaims all desire 
to force Federal Reserve rates to 
a level below that of the market. 











Some Flaws in the Argument 








March 14, 1923. 


Hon. S. P. Gilbert, Jr., 

Treasury Dept., 

Washington, D. C. 
My dear Mr. Gilbert: 

I acknowledge receipt of your let- 
ter of March 8th, in which you 
quote my recent statement about the 
attitude of the Treasury Depart- 
ment as to discount rates, and say 
that this statement grossly misrep- 
resents the attitude of the Depart- 
ment. Almost immediately, how- 
ever, you go on to say that “since 
the beginning of 1920” the Treasury 
“has made no effort whatever to 
have discount rates’reduced.” As 
my statement expressly referred to 
the whole series of years dating 
from the war period, it would seem 
that your remarks should be quali- 
fied since you apparently do not deny 

the accuracy of 
the description 
concerning the 


port. As for the situation under the 
present administration of the Trea- 
sury Department I doubt not that 
you are authorized to speak and I 
am very glad to know that the De- 
partment takes the “position” you 
describe. It is what I should ex- 
pect of so good a business man and 
financier as the Secretary of the 
Treasury and I could only wish 
that more publicity had been given 
to the attitude which you describe. 
It certainly holds out an encourag- 
ing prospect for the future. Permit 
me, however, to note that during the 
years 1921-22 the actual discount 
rates of the Federal Reserve Sys- 
tem have during much of the time 
been far below market rates, and 
are so at the present moment, so 
that the “desire” of the Treasury 
in regard to rates, whatever it may 
be, has at all events not been so 
effective as to prevent the mainte- 
nance for long periods of rates well 
below the market level.*** 


Yours very truly, 


H. Parker WILLIS. 
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It is this latter point that gives rise to 
one of the strongest influences in opposi- 
tion to higher rates. During the war, it 
was found that the Treasury Department 
could float bonds much more cheaply 
when reserve banks were low, because 
then borrowers could carry their bonds 
at reserve banks without cost. This de- 
sire of the Treasury for low rates has 


sfeai” Geel eta tied -cvet since be 


nee t overnm er: y. 

In this respect the ~ Department ts un- 
doubtedly correct, but such cheap financ- 
ing is obtained at a very high cost to the 
community, because of the excessive vol- 
ume of creait which is thus created. This 
bank credit comes from the rediscount- 
ing of notes collateraled with Govern- 
ment bonds at reserve hanks. The banks 
are not now the holders of very great 
quantities of any such notes, but member 
banks know that whenever they wish to 
do so, they can get accommodation there 
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at a rate less than that borne by Gov- 
ernment obligations, and this has an im- 
portant effect upon the attitude of a bank 
which is asked to subscribe for Govern- 
ment obligations. The member banks of 
the country now have probably $3,000,- 
000,000 or $3,500,000,000 in Government 
bonds, and of course their willingness to 
carry such bonds on behalf of their cus- 
tomers at low figures is very directly in- 
fluenced by the question whether they can 
or cannot reimburse themselves as they 
see fit by borrowing at reserve banks. It 
is, therefore, quite natural, and easily 
explainable that Government financiers, 
with their eyes fixed chiefly upon the 
problem of floating their loans, should be 
inclined against higher rates. At all 
the facts are that ever sinc 


Sistently opposed to the raising of tates 





earlier years. I 
presume that you 
would not under- 
take to make 
any authoritative 
statement on be- 
half of the three 
administrations 
of the Treasury 
which preceded 
the present one. 

The _ advance 
in rates which 
occurred in 1920 
and the attitude 
of the Depart- 
ment with re- 
spect to it has, 
of course, been 
a matter of Con- 
gressional inves- 
tigation and re- 





Gilbert Changes Position 





March 17, 1923. 
Dear Dr. Willis: 

I received this morning your let- 
ter of March 14, 1923, and am in- 
terested to note what you say 
about Federal Reserve Bank dis- 
count rates. I see no reason to alter 
the statements made in my letter of 
March 8th. As you know, the dis- 
count rates at the Federal Reserve 
banks are fixed by the banks them- 
selves, subject to review and deter- 
mination by the Federal Reserve 
Board, and the Treasury does not 
dictate or control the discount pol- 
icy of the banks. The Treasury has 
not, at any time since I have had 

(Please turn to page 1131) 
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Will Wall Street Retain Its Loans? 


Large Volume of Accommodation Now Afloat in the Street— 
How Far Will Discount Rate Advances Operate to Curtail It? 


HE fact that the growth of commer- 

cial credit has resulted in practically 

taking up all of the slack at member 
banks and at commercial banks generally 
throughout the country has brought con- 
viction to most persons that there will be 
from this time forward an increasing re- 
liance on the part of the banking com- 
munity upon reserve banks. Less atten- 
tion has been given to the question how 
this situation will be likely to affect the 
volume of Wall Street credit if at all and 
exactly in what way. 


Volume of “Brokers’ Loans” 


For a good while past statistics have 
been kept by reserve bank authorities with 
respect to the volume of brokers’ loans ac- 
tually out and this and the methods em- 
ployed in collecting them have led others 
to devote a good deal of attention to an 
analysis of such loans. The result has 
been to create a belief founded upon care- 
ful estimates that the so-called brokers’ 
loans at the present time are practically 
at peak and that they are at the present 
time about 2 billion dollars. This is more 
than was outstanding in the unfortunate 
autumn of 1919 and the result has been 
that some have been inclined to fear that 
there might be a slump of the kind which 
occurred then, should discount rates be 
raised. 

Conditions, however, are quite different 
now from what they were in 1919 and 
one of these differences is found in the 
distribution of the so-called “brokers’ 
loans.” In 1919, the loans were very 
largely made on the security of stocks 
held by speculators and investors, whereas 
now they are largely made on securities 
which have been issued but not fully sold 
and which are being carried by under- 
writers or by “pools.” This makes a 
rather important distinction between the 
two sets of conditions. 

Opinions differ as to the distribution of 
the loans in question, but competent broker- 
age authorities who have looked over the 
situation with some care are inclined to 
say that if the total amount out be taken 
as 2 billions the amount actually made in 
Wall Street is probably about three-fifths 
of that sum or 1.2 billions. 

This would leave 800 millions as the 
amount advanced for the purpose of car- 
rying undigested securities. Other are 
inclined to divide the amount fairly equal- 
ly, making it 1 billion on Wall Street 
loans, and 1 billion on undigested sce 
curities. The exact figures not of 
course to be had and are mot very impor 
tant in any case because the general un 
derlying fact, that the present situation 
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includes a large element of loans made 
on undigested securities is admitted. This 
alters the speculative situation quite ma- 
terially. 

Suppose now that increase of discount 
rates or the adoption of an anti-specula- 
tive policy by banks designed to conserve 
their funds for other purposes should re- 
sult in cutting down the amount of these 
brokers’ loans, how would it affect the 
situation? Distinction must be made un- 
doubtedly between the two groups of bor- 
rowers to which reference 
been made. An increase in 
such as is in progress at the present time 
of course makes it harder for private 
banking houses, pool interests and others 
of the same sort to “carry” their 
ties along and the result is to drive them 
out into the open market where they are 
sold somewhat under pressure. 

An even more effective measure looking 
in this direction is taken when banks 
which have loaned to the pools and pri- 
vate investment houses think it 
to insist upon a liquidation of loans, r 
gardless of the rate. Both factors, higher 
rates and liquidation, are now tending to 
drive a good many securities upon the 
market due to the fact that banks are 
feeling commercial pressure for one thing 
and due also to the circumstance that as 
money rates harden it is more likely to 
be necessary for large borrowers of this 
kind to liquidate. 

The movement to get money out of se- 
curities and into commercial loans is also 
being furthered by the tendency of mem- 
ber banks to dispose of securities which 


has already 


money rates 


securl- 


necessary 


they are carrying. Investment items have 
been large in their portfolios for 
while past but of late there has been some 
to obtain the funds they need 

Advice 
has been 


a good 


tendency 
by putting bonds on the market. 
to them to follow this course 
given by city correspondents in a good 
many cases not only to avoid rediscount- 
ing but also to take advantage of present 
prices of bonds which are believed high. 
All these factors and especially the 
steady curtailment of loans to some of 
those who have been carrying large vol- 
umes of securities naturally tend to drive 
these securities out into competition with 
those already on the market. The effect 
is considerably more serious in bonds than 
it is in stocks since the undigested securi- 
ties are more largely the former than the 
latter. The genuine Wall Street loans 
which as already seen are figured as low 
as 1 billion are not so sharply affected 
by the hardening of rates and the securities 
themselves not suffer in price from 
the competition of new or undigested is- 
sues as the bonds already referred to do. 


do 


Business and Exchange 


It continues true that foreign 
makes but little draft upon the resources 
of the banks, they refusing to finance 
shipments to any extent. Some funds 
have thus been freed for domestic or spec- 
ulative uses. It remains true, however, 
that exchange suffers badly from this lack 
of support and that business is correspond- 
ingly subjected to uncertainty and loss as 
a result of inability to finance itelf in the 
regular channel 


trade 
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The Banking Situation 


Members of Reserve System “Loaned Up”—Future Credits 
to Be Furnished By Rediscounts — Selling Investments 


EMBER-BANK conditions have 

shown interesting development dur- 

ing the month of March, the ten- 
dency being toward a distinctly “loaned- 
up” situation, in which reliance will nec- 
essarily have to be placed on Federal re- 
serve banks for further expansion of 
credit. According to the figures made 
public by the reserve system on April 6th, 
the total of member-bank discounts, loans 
and investments for the close of March 
(these figures being always given out for 
the week preceding) was $76,498,000,000. 
This shows an increase: of $4,000,000 
over the figures of a week earlier and fur- 
nishes practical evidence of the direction 
that is being taken by the portfolios of 
commercial banks at the present time. As 
noted by the Federal Reserve Board in its 
official statement for the end of March, 
a loaned-up condition is now very gen- 
eral, and the result is to transfer the 
strain of demand quite directly to the re- 
serve institutions. 


Growth of Reserve Portfolios 


In such circumstances, it is not strange 
that the portfolios of reserve banks have 
shown decided growth during the past 
few weeks. The statement of bills bought 
and discounted for the week ending March 
28, was $954,000,000, an increase of $86,- 
000,000 over the preceding week while the 
statement for the week ending April 5 was 
$955,000,000. A part of the recent increase 
is unquestionably due to the gradual devel- 
opment of spring demands, and the expan- 
sion resulting therefrom, which would 
naturally have produced some enlarge- 
ment in reserve-bank returns under any 
conditions. 

More important, however, than this nor- 
mal upward movement is undoubtedly to 
be reckoned the growth which comes from 
the transference of demand from mem- 
ber banks to reserve banks in the way 
already outlined. How far this will go 
depends entirely upon the scope of the 
requirements of business as well as upon 
the prospects for an advance in discount 
rates—a subject which has been fully dis- 
cussed elsewhere. This situation is worthy 
of special note, because now for the first 
time does it appear that reserve banks are 
actually feeling the pressure of demand 
from their members, while the latter are 
feeling the general pressure of the re- 
q'tirements of banks throughout the coun- 
try. 


Cashing Investments 


the situation 
down” the 


which has 
increase in 


A factor in 
tended to “slow 
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reserve-bank portfolios is seen in the 
process of cashing or converting into im- 
mediate funds the investment securities 
which banks have been carrying along. 
To some extent also, this process has been 
set in operation by commercial institu- 
tions, certain of which had put their avail- 
able resources into Government securities. 
Some of the larger New York banks re- 
port that there has again been consider- 
able selling of these holdings, in a way 
which indicates that such sales are being 
effected in order to avoid borrowing or 
rediscounting—with the liabilities result- 
ing therefrom. 

While this of investments holds 
back and reduces immediate or direct bor- 
rowing at the banks to which these cus- 
tomers would otherwise resort, payment 
must of course be made for the securi- 
ties by some one, and the obligations of 
those who have bought them are doubt- 
less represented in the very substantial 
and increasing lines of secured loans 
which are now being carried by city banks 


use 


at a good many points and which repre- 
sent not solely speculative but also com- 
mercial borrowings of this particular type. 


Banking Situation Sound 


In spite of the “loaned-up” condition of 
a good many banks, and the fact that, as 
a result, there will be a necessary resort 
to reserve banks during the producing and 
crop-moving seasons of the spring and 
summer, the general opinion continues to 
prevail that our banking situation is in a 
reasonably sound position. A sharp re- 
cession of prices would change conditions 
somewhat, but few at present look for 
any such event to occur within the next 
few months. Rising interest rates will 
exert a restraining effect upon further 
tendencies to bank expansion, and added 
to this is the unquestioned circumstance 
that most bankers are now keeping a very 
conservative eye upon their portfolios, 
with a view to preventing or forestalling 
any undue enlargement. 








BANKING SITUATION AT WASHINGTON 
"(Continued from page 1111) 





the-e appears to be no good reason for 
doubting the prospect, and they have been 
largely substantiated within the past week 
or two by increases in the volume of bills 
discounted by Federal reserve banks. 
These, taken altogether, have shown a 
very decided addition for the system as 
a whole. 

So the case for higher rates has been 
strengthened, while it has further been 
supported by the fact that within the past 
few days decided advances of rates have 
occurred in the Chicago district due to 
relative scarcity of funds in that market. 
Rate advances at reserve banks are thus 
being practically forced as a result of the 
widening gap between market rates and 
reserve-bank charges. 

A first step toward the inquiry pro- 
vided for in the agricultural credits bill 
has been taken by preparing a question- 
naire to be sent out to non-member banks 
with respect to the reason why they do 
not think it well to join the Federal Re- 
serve System. This questionnaire makes 
inquiry into the various grounds of pro- 
posed complaint and is intended to pro- 
vide the for statistical and other 
analysis of the bank's failure or refusal 
to join. Within the past few days, how- 
ever, some members of the Committee of 
Investigation have expressed the opinion 


basis 


that there may be some reason to doubt 
whether the investigation will ever really 
come to much in the way of open hear- 
ings. The plan was apparently intended 
in the first instance as an attack on the 
par-collection system. But later develop- 
ments have raised doubt in some minds 
as to whether it was really desirable after 
all to undertake this political onslaught. 

Some of the “conservative” members 
of the- committee have been understood 
to be planning “investigations” into the 
activities of some of the critics of the 
Reserve System with a view to finding 
out what their speculative connections are 
and what were the circumstances that led 
them tc engage in the campaigns that they 
did for the purpose of beating down rates 
or keeping them low. These reports have 
not been very acceptable to the men who 
would probably fall under investigation 
and they have accordingly been inclined to 
hesitate in their enthusiasm for further 
inquiry. The effect has been to cool off 
in some degree the enthusiasm of their 
Congressional representatives who have 
accordingly been inclined to feel that fur- 
ther activity might well be deferred to 
the autumn or some other time when the 
situation would be little more evident. 
This has clouded the prospects of the in- 
quiry. 
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Industrial Securities 


LET SOMEONE ELSE GET THE LAST FEW POINTS! 


When a Stock Shows a Large Profit and There Is Some Question as to the Con- 
tinuance of the Upward Move It Is Best to Convert These Profits Into Cash 


Looking back over my speculative career in stocks I am forced to the conclusion that whit 


ave been a fairly good buyer, as a seller I am not there 


3; I generally get in at the right p 


t seem unable to judge the top of the upwurd movement and as a result a large part of my 

fits escape me. At the present time I have substantial profits in Studebaker, having pu 
sed in the eighties, also good profits in American Can, Electric Storage Battery, United 
I am tempted to take profits but I feel that 


ites Realty & Improvement and Cosden & Co. 


upward move may not be over and that if this is correct the stocks I hold should go con 


rably higher in view of their large earnings and generally strong position 


What would 


you cousider the best course for me to pursue at this time?—G. H. K., Detroit, Mich. 


You are not the only one who has difficulty in judging the top of a bull market. 


your commitments watched carefully. 


iny have the unpleasant experience of seeing their paper profits vanish. 
At the present time, securities are undoubtedly in the selling 


e else take that risk. 


By a careful study of price movements one can, however, generally tell when the danger 
int has been reached and at such time a conservative policy should be put into effect 
substantial percentage of your profits should be turned into cash and the 


balances 
By attempting to get the last few points, 
Let some- 


ne. This does not mean that they may not go higher, but it does mean that the 


inger signal is out and that investors should be more than usually cautious. 
can Can, Studebaker, Electric Storage Battery, U. 


In Ameri- 


S. Realty and Cosden you have 


lected stocks of companies that are showing large earnings at the present time and 


hich, if the upward move continues, may go higher. 


In view of the large advances 


ese stocks have already scored, however, we would consider it advisable to accept 


ofits on at least 75% oi your holdings 


SPICER MANUFACTURING 
Plants at Capacity 


Please give me a report on Spicer Manu- 
turing. I particularly desire to know how 

company is doing at this time and what 
t think of the outlook.—D., N., Oil City. Pa 


Spicer Manufacturing Company's capi- 
talization consists of $1,200,000 6% notes 
ue, $600,000 October’ Ist, 1923, and $600,- 
0 October Ist, 1924, $1,000,000 Mort- 
vage Bonds, due 1930 and 1931, $3,000,000 
‘% cumulative preferred stock and $313,- 
50 shares of common stock of no par 
alue. For the past six years, earnings 
ave averaged about $2 a share on the 
ommon stock. The last balance sheet 
vailable as of December 31st, 1921, shows 
irrent assets of $5,500,000 as against cur- 

nt liabilities of $1,800,000. The last 
tatement of earnings covered the year 
nded December 31, 1922, and showed net 
ofits of $512,744 after interest, inven- 
ry losses and depreciation. Recent 
formation is to the effect that the 
ants are operating at full capacity 

nd it is estimated that over $2 a 
hare was earned in the first quarter of 
923 which is at the rate of $8 a share 
er annum. This company is one of the 
nost important of the automobile acces- 

ry group, its universal joints being con- 
automo- 


idered standard equipment for 


iles. It is well known that this industry 

on a very profitable basis at this time 
nd we feel that Spicer will give a very 
ood account of itself. 
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CENTRAL LEATHER 
Common Stock Speculative 


Would you consider Central Leather con 
stock a good safe purchase at this ti 
H. M. U., Rutherford, N. J 


Central Leather common can hardly be 


called a safe purchase at the present time. 
It is decidedly a speculation. It is true 
that the outlook for the company is very 
much improved but in 1920 and 1921 this 
company operated at a very heavy loss 
and now has a profit and loss deficit of 
around six million dollars. In addition to 
this there is a preferred issue on which 
no dividend has been paid in two years 
You can see, therefore, that the company 
has quite a way to go before dividends 
on the common can be considered. We 
are not particularly impressed with the 
stock at present levels and consider Cuban 
American Sugar, selling around 32, a 
much more attractive proposition, as divi 
dends are almost sure to be declared this 
year. With sugar at its present price the 
company makes large profits. 


NATIONAL CONDUIT & CABLE 
Showing a Small Profit 


Is there any hope for stockholders of Na- 
tional Conduit & Cable? I bought some of ‘the 
stock close to 30 and rather than sell out at 
present price of around $1 I would prefer to 
frame the certificate and let it be a 


warning 
against future rash purchases.—H. N. M., 
Tuckahoe, N. Y. 


National Conduit & Cable Company for 
the seven months ended January Ist, 1923, 


This 


was before depreciation, bond interest and 


reported a net income of $118,279. 
inventory adjustment. It indicates, how- 
ever, that the company is finally able to 
The Stockhold- 
representing 


operate at a small profit. 
ers’ Protective Committee, 
90,000 shares, recently submitted a plan to 
the Bondholders’ Committee in which it 
agreed to raise $500,000 new money by 
the assessment of $2 a share on the out 
standing stock and pay all back interest 
on the bonds. The Bondholders’ Commit- 
tee, however, have not yet agreed to the 
plan, as they are asking 60% of the face 
value of their bonds in cash. The stock 
is highly speculative but as the company 

finally securing a small profit, the stock 
eventually 


is not without possibilities of 


dong somewhat better 
MOON MOTORS 
Large Increase in Sales 


I would like to have a frank expression o 
your opinion in regard to Moon Motors which 


I have been advised to purchase.—A. 8. ( 
Scranton, Pa, 
We consider Moon Motors an attrac 


tive speculation at 25. For the year ended 
December 31, 1922, the company showed 
net income after interest and taxes equiva 
lent to about $5 a share on the 154,213 
shares of stock of no par value. It is 
stated that February sales of Moon Mo- 
tor cars were greater than the combined 


sales for the first five months of 1922. 
The indications are, therefore, that the 
company will show considerably larger 


Balance sheet as of De- 
shows an excellent finan- 
a million dollars 
hand and no 


profits this year. 
31, 1922, 
with half 
securities on 


cember 
cial condition 
in Government 
bank loans. 


CONSOLIDATED GAS 


Unfavorable Political Influences 
Is anything the matter with Consolidated 
Gas? I bought some when it increased the 
dividend to $5, but although the stock markct 


has been strong it has not gone up and shows 


me a loss Do you advise holding on or buy 
ing something els¢ F. M. J., Rochester, N. } 

Consolidated Gas earnings have been 
excellent and as a 5% payer this stock 


would ordinarily look cheap around pres 
ent levels of 66. The unfavorable factor 
in the situation is political. The present 


State Government has taken the attitude 
that municipalities should control their 
own public utilities to a large degree and 


this may work out unfavorably for the 
company. In addition, an effort is being 


made to pass a bill which would limit the 
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price at which gas is to be sold 
to $1 a thousand cubic feet. If the 
dollar bill goes through it would 
have a very serious effect on Con- 
solidated Gas earnings. The company 
would undoubtedly take the matter into 
the Courts but, while it was in the 
Courts where it might stay for some 
time, any price charged above the $1 
rate could not be held by the company, 
the funds would have to be impounded. 
This is what is holding the stock back in 
our opinion, and we feel there are better 
opportunities elsewhere. Our suggestion 
is that you switch into White Motors, 
paying $4 a share per annum and selling 
around 55. This company was able to 
maintain its dividend during a period of 
depression and now that the outlook is 
much improved larger dividends may be 
considered a fair possibility. 


ATLAS TACK 
Earnings Increasing 


I have been advised to buy Atlas Tack. I] 
am told that the capitalization is small, only 
95,000 shares, that the company earncd $1.37 
a share in 1922, and that earnings will be 
much larger this year. Is this information 
correct and what do you think of the stock ?— 
G. M. U., Mankato, Minn. 


Your information as to Atlas Tack is 
Total capitalization consists of 


eieeneecaecosceces | 


correct. 


Mitt 


95,000 shares of no par value. In 1922, 
earnings were $130,270 equal to $1.37 per 
share on the stock, as compared with a 
deficit of $299,117 in 1921 and earnings 
of $1.35 a share in 1920. The company 
is in good financial condition with net 
liquid assets of about 1% million or $13 
a share. It is the largest manufacturer 
of tacks and rivets and its products also 
include eyelets, hooks and other shoe find- 
ings. Current earnings are estimated to 
be running at the rate of about thirty 
thousand dollars a month and it is antici- 
pated that for the full year $4 a share 
may be earned. We consider the stock an 
attractive speculation at present levels of 
around 18. 


ELECTRIC STORAGE BATTERY 
A Good Holding 


With ten points profit would you advise dis- 
posing of Electric Storage Battery. I am not 
a trader but purchase stocks for income return 
and appreciation in value. I don’t care how 
long I hold it if it has a good chance of ul- 
timately going higher.—V. M. L., Baltimore, 
Ma. 


Electric Storage Battery in past years 
(Please turn to page 1124) 





Inquiries on Mining Securities 


RAY HERCULES 
Recently Organized 


Some years ago I purchased Ray Herculcs 
stock and when the company was rcorganizcd 
I subscribed to new stock at $1 in order to 
protect my interest in the property. This is 
now selling around 1%, and while it paid me 
to enter the reorganization, the transaction 
still stands me a heavy loss. What do you 
consider the prospects of the stock ddvancing 
further in price.—H. G. A., Jersey City, N. J. 

Capitalization of Ray Hercules Mines is 
one million dollars lst mortgage ten-year 
bonds and 1 million shares of common 
stock of a par value of 1 dollar. The stock 
which was subscribed to by shareholders 
raised $700,000, of which $200,000 was 
paid to creditors leaving the company with 
a working capital of half a million. As 
regards the property itself, it is a rela- 
tively high cost producer and the company 
ran into debt when copper prices were 
much higher than those now ruling. The 
company’s highest grade ore reserves only 
run 2.5% copper for 2,750,000 tons, but 
this block underlies Mineral Creek and 
various surface improvements and there- 
fore has not been commercially exploited. 
The main body of ore reserves consists of 
six million tons running 1.45% copper. It 
is estimated by the management that the 
cost of producing copper can be brought 
down to around 13 cents a pound without 
allowing anything for depreciation or de- 
pletion. After carefully considering all 
of these factors, however, we are not very 
much impressed as to the future of the 
company. As regards the stock, however, 
it may do better, for we feel that the cop 
per group is likely to work to higher lev 
els and that low-priced new issues such as 
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this may meet with popular favor and ad- 
vance to somewhat higher levels. Our 
suggestion, therefore, is to hold your stock 
for somewhat better price but on any fair 
advance to dispose of it. 


TEMISKAMING MINING CO. 
Has Seen Its Best Days 


Do wou consider Temiskaming Mining Com- 
pany stock selling around 38 an attractive 
speculation at this time?—G. F., Boston, 
Muss. : 


Temiskaming Mining Company capitali- 
zation consists of 2,500,000 shares of a par 
value of $1. In past years, the company 
has been able to show substantial profits 
but it has used up the greater portion of 
its high-grade ore. The mine was closed 
for the entire year ended June 30th, 1922. 
For the eighteen months ended June 30th, 
1921, the company reported a deficit of 
$135,765. There appears to be some pos- 
sibility of McIntyre Porcupine Mines tak- 
ing over the property which would be a 
favorable development, but there is noth- 
ing definite in regard to this at the present 
time. Balance sheet as of June 30th, 1922, 


shows cash and accounts receivable 
of only $25,000. We do not con 
sider the stock an attractive mining 
speculation. 


COPPER RANGE 


Strong Financial Condition 

Your opinion on the outlook for Copp 
Range will be appreciated—B. T. F., Lyn 
Mass. 

Copper Range capitalization consists 0 
394,373 shares of stock of a par value o 
$25. This company is in very strong fina: 
cial condition with net liquid assets o 
about five and a half millions, equal t 
about approximately. fourteen dollars 
share on the stock. It paid dividends o 
$1 in 1922, and in view of the higher price 
prevailing for copper should be able t 
make substantially larger payments thi 
year. If Copper Range were able to ge 
out something near capacity production i 
could show very handsome profits wit! 
copper at 1734 cents. The labor situation 
however, is’ preventing increased produc 
tion by Lake Superior Mines. The pres 
ent production is around 2,500,000 pound 
a month from all three of the company’ 
mines. Its .capacity is about 3,000,00( 
pounds monthly. At present levels of 41 
the stock is not so very much above it 
1922 low price of 35% and, in our opinion 
offers good prospects of further apprecia 
tion in value. Its dividend record has 
been as follows: 1915—$3; 1916-17—$10; 
1918—$6; 1919—-$2.50; 1920—$1.50; 1921 

none and 1922—$1l. If copper prices 
maintain their present level and the com 
pany later increases production, a consider- 
ably higher dividend rate is not unlikely 


BOSTON & MONTANA 


Unattractive Speculation 

What do you think of the chances of Bos 
ton & Montana Copper ever coming back? ] 
made a small investment when the stock was 
selling at about five times its present pricc 
and naturally do not feel like selling out nou 
if there is even a fair chance of better things 
However, if you consider the outlook to be 
very discouraging I will sell my stock out and 
jorget it.—S. T. Y., Johnstown, Pa. 

We are not at all impressed with the 
outlook for Boston & Montana. In spite 
of the fact that millions have been spent 
on development work of this property the 
management has not shown any ability to 
make money. In the past there was a 
great deal of talk about the valuable or« 
on this property, but so far as we know 
the company has not published a complet 
and calculated statement of ore reserves 
and independent reports on the property 
have not been over-enthusiastic, to say th« 
least. Shareholders of the Boston & Mon 
tana are seeking to recover a majority of 
a five million dollar bond issue which they 





complete analytica 


supplied for $25. 


the present 





SPECIAL REPORT DEPARTMENT 


E have had so | requests for special reports on lists of securities and for 
‘ reports on individual 

. organized a Special Report Department to handle this work. Charges will vary 
with the amount of research work necessary but in all cases estimates will be 
A complete report on any stock or bond listed on the New York Stock Exchange will be 
J . In analyzing lists of securities definite recommendations are made 
and desirable switches suggested. This new service does not in any way interfere with 
free service supplied by the Inquiry Department 
entitles them to a brief report on any three securities. 


stocks and bonds that we have 


submitted. 


to. subscribers which 
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\merican Discount Corporation and 
ther concerns. They allege con- 
piracy the part of Presi- 
Allen of Boston & Montana and 
\Villiam Robert Montgomery connected 
vit the American Discount Corpora- 
Of course, no one can state defi- 
tly that a mining property such as 
is without any possibility of success, 
further development work may un- 
r richer values, but the whole record 
he company to date has in our op:nion 
very discouraging and we are not in- 

d to advise holding the stock. 





JNITED STATES SMELTING 
ligher Price of Lead Favorable 


vited States Smelting common stock has 
advanced with the rest of the market this 
and as it is paying no dividend have 
considering switching this into something 
What is your opinion?—F. N. K., Stam- 
, Conn. 


United States Smelting, Refining and 
Mining for the year ended December 31st, 
reported earnings equal to 59 cents 
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a share on its common stock. This, how- 
ever, was after deducting $3,200,000 for 
depreciation and depletion and other re- 
serves and all things considered is a good 
showing. In the first quarter of the cur- 
rent year earnings were held back some 

what by labor disturbances in Mexico and 
the company did not do much more than 
cover its preferred dividend requirements. 
Last year this company produced over 
60,000,000 pounds of lead and the advance 
in the price of this metal is of decided 
benefit. The company is in good financial 
condition with net liquid assets of about 
$12,000,000. We feel that the stock has 
long-pull prospects but likely to be rather 
slow to advance and consider you would 
improve your position by switching into 
Anaconda which is paying $3 and selling 
around 50. Anaconda’s earnings are esti- 
mated to be running close to $8 a share 
per annum and an increase in the dividend 
is likely this year. 


-— 





New Security Offerings 


DU PONT MOTORS, INCOR- 
PORATED 
Stock Offering 


Vhat is your opinion of the new offering 
of he Motors stock?—A. H. L., Newark, 
DuPont Motors capitalization consists 
of 224,819 shares of capital stock of no 
par value. The company was organized 
in June, 1919, by E. Paul duPont. Among 
the directors of the company are Francis 
I. duPont and Ernest duPont. Plant facili- 
ties at Moore, Pa., have a capacity of 2,000 
cars a year. In addition there is a plant 
at Wilmington, Del. The recent offering 
of the stock at $8 a share is stated to be 
the purpose of raising funds to pro- 
duce and market a new model car. Man- 
agement estimates net profits on the pres- 
ent productive capacity of the Moore plant 
t $500,000 a year equal to $2.20 per share 
the outstanding stock. This earning 
power, however, has not been fully demon- 
strated as yet and the stock should be con- 
ered a speculation. 


DERBY OIL & REFINING 
In Mid-Continent Field 


Your opinion of Derby Oil & Refining $4 
preferred stock recently offered at 46% is de- 

cd.—C. B., Louisville, Ky. 

Derby Oil & Refining capitalization con- 

ts of 50,000 shares of preferred stock 
and 271,900 shares of common stock of 
nm par value. The preferred is entitled 
to cumulative dividends of $4 a share and 
is convertible into common stock at any 
time on the basis of 2 shares of common 
icr one of preferred. The company oper- 
ates in the Mid-Continent field and has a 
net production of 1,200 barrels a day from 
70 wells. It owns a refinery at Wichita, 
Kansas, with a capacity of 4,000 barrels 
for APTIT. 14, 1923 





a day and has storage capacity for 200,- 
000 barrels of oil. Net earnings, betore 
deduction of depletion, depreciation, de- 
velopment and Federal income taxes have 
1920, . $689,844; 1921 


been as follows: 


$492,235; 1922, $1,303,950. Net income in 
the current years is estimated in excess 
of 2 million. This is a good earning 


power and it only takes $200,000 a year 
to pay the preferred dividend. We con- 
sider the preferred stock a good specula- 
tion. At price it yields about 


8%. 


present 


CURTIS PUBLISHING CO. 
An Attractive Preferred Stock 


What is your opinion of Curtis Publishing 
Co. 8% preferred stock, which is being sold at 
115?7—A. F. N., Erie, Pa. 

Curtis Publishing Co. has outstanding 
$19,750,000 8% cumulative preferred stock. 
This company publishes the well-known 
periodicals: The Saturday Evening Post, 
Ladies’ Home Journal and The Country 
Gentleman. Net earnings, after deprecia- 
tion and all taxes, for the four years ended 
December 31, 1922, averaged over five 
times the preferred dividend requirements. 
The company has no funded or other debt 
aside from current monthly accounts. At 
115 the stock yields 6.95% and we con- 
sider it an attractive investment at this 
price. 


ORIENTAL DEVELOPMENT 6s 
Guaranteed by Japanese Government 


Are the Oriental Development Co. Ltd. 6% 
bonds a good investment?—O. H. B., Phila- 
delphia, Pa, 

The Oriental Development Co. $19,900,- 
000 6s, due 1953, are secured by a float- 
ing first lien or charge on the assets of 
the company. In addition, they are un- 
conditionally guaranteed by the Imperial 
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Japanese Government as to princi- 
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pal and interest by endorsement 
on each bond. The credit of Ja- 
pan has ranked high for many 
vears. The total per-capita debt of 


Japan, which is about $37, is very low. 
The operations of the Oriental Develop- 
ment Co. are under the control of the 
Japanese Government which appoints the 
president other important officials. 
The company was organized in 1908 for 
the purpose, principally, of developing the 
resources of Korea. Net earnings for the 
ten years ended March 31, 1922, were 1.93 
times interest charges for the period. The 
charter of the company provides that own 
shall be paid out 
other credi 


and 


ers of these debentures 
of its assets in preference to 
At the offered price of 92 to yield 
consider these bonds an attrac 


tors 
6.62% we 
tive investment opportunity. 


PARK ROW BUILDING 6s 
Good ist Mortgage Bond 


My investments are all made in first mort- 
gage real estate bonds which give a return of 
6%. I notice that Park Row Building first 
mortgage 6% bonds are being offered at 99% 
What is your opinion of this issue?—A. B. M., 
New York City 

Park Row Building $2,700,000 first 
mortgage 6s, due 1943, are secured by a 
first mortgage on the land and building. 
The assessed valuation of the property for 
taxation in 1922 was $3,265,000 and the 
property was appraised in March 1923 by 
Charles F. Noyes Co. and Joseph P. Day, 
Inc., at $4,190,000 and $4,310,000, respec- 
tively. The building is insured for an 
amount in excess of this loan. For the 
year ended December 31, 1922, net income 
available for interest and Federal taxes 
was $326,073 as compared with interest 
charges on this issue of $162,000. A sink- 
ing fund of $50,000 annually is provided 
In our opinion, this is a well-secured issue 
and makes it desirable investment 


AMERICAN WATER WORKS ist 
PREFERRED 


Yield 74% 


I am considering purchasing a few shares 
for investment of American Water Works 4 
Eicctric first preferred of which $2,000,000 is 
being sold at 91. This gives a return of T%% 
and seems very attractive to mé¢ Do you 
agree with mef—D. J. K. 

American Water Works & Electric 7% 
Ist preferred stock at the offered price of 
91 to yield 734% in our opinion makes a 
very attractive business man’s investment. 
This company is a holding company con- 
trolling through stock ownership 26 wa- 
ter companies in communities in the Mid- 
dle West and South. It also controls the 
West Penn Co. controlling electric power, 
light and traction utilities in the manufac- 
turing district about Pittsburgh. Aver- 
age amount available for depreciation and 
dividends for the two years ended Decem- 
ber 31, 1922, was $2,958,561 as against 
dividend requirements on the Ist preferred 
including this new issue of $605,500 year- 
ly. For the 12 months ended February 
28, 1923, the amount was $3,582,128, over 
5% times the Ist preferred dividend. 
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Business Continues Strong and Active 


Prices Firm—Demand Continues 
on Large Scale—Wages Increasing 





STEEL 











Output Continues to Increase 


EMAND for steel continues to show 
D no sign of abatement. Most of the 

important mills are booked through 
the third quarter. Considerable tonnage 
booked will not be available until August 
which will explain why some consumers 
are willing to pay prémiums to small pro- 
ducers for immediate delivery. All 
classes of consumers are anxious about 
their deliveries. Obviously in such a situa- 
tion as this, the small independent is mak- 
ing the most of the advantage offered him. 
Prices are still rising though it is felt in 
conservative quarters that the advance is 
too rapid to be sustained indefinitely. 








COMMODITIES 


(See Footnote for Grades Used and 
nit of Measure) 


rm 1923 ~ 
High Low Last* 
Steel (1)........$45.00 $36.00 $45.00 
Pig Iron (2).... 30.50 00 8631.00 
Copper (3) 0.1734 
Petroleum (4)... 4.00 
ie arden 
Cotton (6 
Wheat (7) 
Corn (8) 
Hogs 
Steers (10) 
Coffee (11) 
Rubber (12).... 
Wool (13) 
Tobacco (14)... 
Sugar (15) 
Sugar (16)...... 
Paper (17)...... 


* April 5. 
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(1) Open Hearth billets, $ per ton; (2) 
Basic Valley, $ per ton; (3) Electrolytic, 
c. per pound; (4) Pennsylvania, $ per bar- 
rel; (5) Pool No. 11, § per ton; (6) Spot, 
New York, c. per pound; (7) No. 2 Red, 
Chicago, $ per bushel; (8) No. 3 Yellow, 
Chicago, $ per bushel; (9) Light, Chicago, 
$ per pound; (10) Top, Heavies, Chicago, 
c. per lb.; (11) Rio, No. 7, Spot, c. per 
Ib.; (12) First Latex crepe, c. per Ib.; 
(18) Ohio, Delaine, unwashed, c. per Ib.; 
(14) Medium Burleigh, Kentucky, — per 
Ib.; (15) Raw Cubas 96* Full Duty, c. per 
Ib.; (16) Refined, c. per Ib.; (17) News- 
print per carload roll, c. per Ib. 
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Railroad car buying which fell off for 
several weeks during March is now again 
increasing in large volume. The carriers 
are likewise in the market for large quan- 
tities of other types of steel to be used 
in outside projects. Price advances an- 
nounced recently are evidently having 
little effect on the immediate situation. 

An interesting feature is that structural 
steel buying has fallen off due to the in- 
creased cost of construction projects, some 
of which are being postponed until a 
period of smaller costs puts in appearance. 

The labor situation is not satisfactory, 
particularly in the West where production 
has been held down on account of inade- 
quate labor supply. It is safe to say that 
if a full supply ef labor existed, most of 
the mills could now be running at a higher 
ratio of capacity than is actually the case. 
Wages are naturally rising particularly 
with regard to day labor which is com- 
paratively scarce. Pig iron production is 
being encouraged by a slow decline in coal 
and coke prices. 





COPPER 











Market Firms Up Again 


The first few days in April saw a 
strengthening of some of the metal mar- 
kets, copper in particular. An influence 
holding back the American market re- 
cently has been the indecisive movement 
of the metal exchange in London. This 
latter market is exerting quite an effect 
on the domestic market and it is not likely 
that any pronounced move in the price 
will take place until further indications 
are had from London. The actual tone 
of the home market, however, is firm and 
the trend is undoubtedly still upward. No 
considerable quantity of the red metal can 
be had much under prevailing market 
prices, indicating the assurance which 
leading interests feel with regard to the 
outlook for prices. Exports in March 
were slightly less than in February. 

The lead market is not quite as strong 
as formerly, this evidently being due to 
importations of the metal from Mexico 
and Swansea. St. Louis prices have re- 
cently shown a tendency toward softness 
and this trend may continue some time 


further, particularly if added impor's 
come into the market. 

Zinc and tin are quiet but this is as- 
sumed to be only a temporary conditic 
especially with regard to the former which 
is in an exceedingly strong fundament.! 
position. 

Generally speaking, the outlook for the 
copper, lead and zinc industries continues 
favorable, something which has still to | 
discounted in the metal markets, especial 
copper, and possibly zinc. Lead prices 
have probably reached their top for tl 


time being. 





OIL 











Uncertain Tendency 


In spite of the marked increase of con- 
sumption in many lines of refined products 
there seems to be a heavy pressure on the 
market as a result of the activities of re- 
finers. This has shown itself in the dull- 
ness of both gasoline and kerosene, in ex- 
port as well as domestic trade. Price de- 
cline in both commodities are expected by 


(Please turn to page 1144) 








THE TREND 


STEEL—Operations Continue to Ex- 
pand. Independents Receive Over- 
flow of Business. Outlook Good 
Though Marred by Labcr Short- 
age. 

OIL—California situation acutely weak. 
Irregularity in other fields. De- 
mand for gasolene at high point. 

EQUIPMENT — Large manufacturers 
sold up te practically the close of 
the year. 

AUTOMOBILES—Price Advances Ap- 
pearing. Demand for cars at rec- 
ord point. Outlook for next few 
months excellent. 

TIRES — Record Production. Prices 
firm with some increases likely. 

FERTILIZER—Still in Weak Position. 
Should Improve This Year. 

SUMMARY—General conditions in bus- 

iness continue very strong. Prices are 

not advancing as rapidly as earlier 

this year, but this is regarded as a 

healthy symptom. No let-down in | 

business expected during spring. 
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“DIVERSIFICATION” PLUS INCOME 


For Every Investor 


se IVERSIFICATION” is the invesment first mortgages on income-earning properties 
banker's way of saying, “Don't put spread over a dozen States and located in a 
all your eggs in one basket."’ But in 
most cases, the investor who seeks diversifica- 
tion has to pay for this element of safety by 
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score of thriving cities. These bonds, possess- 







ing the fundamental safety feature of diversi- 










accepting a lower interest rate. Miller Bond fication, pay 1% or 2% more than is usually 
> Issues offer wide diversification plus an income obtainable on other kinds of securities of equal 
ad return up to 7%. They are secured by closed grade. 













To everyone interested in obtaining the most liberal yield consistent with 
safety, on well-diversified investments, we will gladly send our booklet, 
“Diversified Strong-Box Securities.” In this booklet are described a num 
ber of our recent bond issues, which we are still able to supply to inves 
tors. Some interesting facts about Miller Bonds in general are also given 


MAIL THIS COUPON TODAY 







| G. L. MILLER & COMPANY, INC., 


$100 Bonds $500 Bonds $1,090 Bonds | 808 Carbide and Carbon Bullding, 


30 East 42nd Street, New York. 






Interest paid twice yearly 
INCOME YIELD: UP TO 7% 


Partial payment accounts invited 


G.L.MILLER & C. 


INCORPORATED 
808 Carbide and Carbon Bldg., 30 E. 42nd St., New York 


PHILADELPHIA PITTSBURGH ST. Louis ATLANTA MEMPHIS KNOXVILLE 
‘“‘First—The Investor’s Welfare” 





Dear Sirs: 





i 
| 
Please send me your booklet, “Diversified Strong-Box ] 
Securities,"’ describing bonds secured by property in various | 
I 

| 

| 

I 

l 





cities, paying up to 7%. 


Name 





Address 










City and State 











An Unusual Investment Offers: 


PROFITS FOR YOU 
AS WELL AS INTEREST 


OLLATERAL Bankers 

quarterly interest at the liberal rate of 7°) annually 
but also carry Prorit SHARING CERTIFICATES which en 
title you to pro rata of one third of the total net profits 























Last year bondholders received 1% 
Profit Sharing or 8% altogether 






The business of Collateral Bankers is that of dealing in 
moncy transactions of an everyday necessary nature, and 
on a Safe basis; its business, therefore, is naturally inde 
pendent of industrial conditions, labor troubles, ete. The 
| assets behind Collateral Bankers Debenture Bonds are 
CLARENCE HODSON & CO., Inc., New York ample and the prospects for larger future carnings excep 
tionally go d 













Please send me copy of booklet MW-252 
“What is a Hodson Enterprise.” You will appreciate the investment value of 
; Collateral Bankers Profit Sharing Bonds more 
fully when you read the excellent record of 
Name—— ——- Hodson Enterprises—Send for Booklet today 











 oeeaaenrennee Clarence Hodson s fo 


City —__—_—__—_—— ESTABLISHED 1893 = INC: 


waa ‘ SPECIALIZE IN SOUND BONDS 
Hodson-Financed Banking’ Institutions have YIELDING ABOVE THE AVERAGE 
earned 15° some 20% some 30% and in one 


case thenet earnings were 82% forasingle year 135 BROADWAY NEW YORK 
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In the oil game, royal- 
ties are the land own- 
er’s share of the gross 
profits of the oil taken 
from his property. After a man has 
leased the oil rights on his land for a con- 
sideration and, generally, a one-eighth 
share of the oil produced, it often happens 
that the company to whom he has leased, 
especially if it is a large company, is slow 
about working the lease. The land owner, 
who is generally a farmer, does not want 
to go to the expense of planting the 
ground, though it is his privilege, because 
his crops may be torn up the moment the 
oil company commences to operate; there- 
fore, his source of income is temporarily 
cut off, and he becomes pressed for money. 
It is then that the promoter of royalties 
steps in and offers a little ready cash for 
a share in the farmer’s one-eighth. 

Farmers realizing that if oil is found 
on their property large returns may accrue 
to them seldom sell their entire eighth. 
Generally, they sell only a small per cent, 
sometimes only a hundredth part of their 
share. Of course, if a royalty company 
can secure enough of these one hundredth 
parts the aggregate will bring in a sub- 
stantial return—that is, in the event that 
oil is found on the properties. 

In recent years, oil royalties have been 
greatly juggled about and traded in. In 
Texas and other oil centres, royalties pass 
from hand to hand like money; and 
to those who are familiar with the oil 
game they are as acceptable, at a premium, 
as currency. Sooner or later, royalties 
that are passed around get into the hands 
of the royalty companies, who use them 
in their stock-selling campaigns. Often in 
their stock literature, a royalty company 
will give a long list of oil wells in which 
it holds royalties, and to the uninformed 
it would appear as if the company had 
some very valuable assets, while as a mat- 
ter of fact, their holding may be only a 
small fraction of an eighth of the pro- 
duction of each well. 


Are Royalties 
in Oil a Safe 
Investment? 


The Dividend Bait 


Some companies make a practice of 
buying only royalties of producing wells. 
This permits them to pay dividends to 
their stockholders almost immediately, 
then when the stockholder has received 
regular dividends for several months he 
thinks he has found something wonderful 
in the investment line, and he becomes an 
easy mark for the “Reloader,” who will 
sell him stock repeatedly as long as the 
dividends continue to come in. Such an 
investor, as a rule, does not realize that 
the wells are playing out, and that his 
capital investment is being steadily eaten 
up, and that after receiving regular divi- 
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Activities of the 


Investors Vigilance Committee, Inc. 


Cooperating With the Chambers of Commerce, Busi- 
ness Organizations and “The Magazine of Wall Street” 


By RALPH W. BUDD, Manager I. V. C. 





HE plans of the INVESTORS’ 
VIGILANCE COMMITTEE, 
Inc., with samples of the forms 
used, will be sent upon request to 
any Chamber of Commerce or 
other business organization in the 
United States or Canada. 

It is the duty of every citizen of 
this country to secure the co- 
operation of his local business or- 
ganization with this Committee so 
that his own community may be 
made safe for investors from 
these “vultures who are parading 
like peacocks” in their midst. 

If the mail brings you, Mr. 
Reader or your friends, a speci- 
men of promotion literature, re- 
mail it to this Committee and help 
in the “Round-Up.” 











dends for perhaps a year, the chances are 
that they will gradually fall down until 
there are no more forthcoming, thus ren- 
dering his stock in the royalty company 
of no value. 

It is for this reason that persons de- 
pendent on their investments for an in- 
come should never invest in royalty securi- 
ties. A person not familiar with royalties 
and misled by false propaganda is very 
apt to think he has an assured income and 
he has a tendency to acquire habits of 
living that he cannot keep up with espe- 
cially as the royalties become smaller. In 
other words, most royalty companies pay 
dividends to such an extent that they cre- 
ate a false prosperity for their stock- 
holders. Such dividends are only tem- 
porary, however. Inevitably, and as a 
rule the stockholder loses. 

A conservative Royalty company will set 
aside at least 50% of the money taken in 
for royalties in a fund for buying new 
royalties. By following such a conserva- 
tive plan a company may go on paying 
fair dividends for years and still keep the 
value of the original investment up to par. 
But it is a known fact that the royalty 
people, no matter in what phase of oil they 
are dealing, are not conservative but ex- 
travagant. They are extravagant in their 
thoughts, extravagant in their promises 
and wantonly extravagant in their han- 
dling of other peoples’ money. 

The oil man who can resist the tempta- 
tion to pay big dividends, and “re-load” is 
a marvel indeed, and would almost deserve 
to have a statue erected to his memory. 
There is unfortunately little danger of 
such a man being found among the vast 
throng of oil manipulators who make their 
living by selling stocks. If he did exist 
he would be blacklisted by the whole fra- 
ternity of oil promoters. 


Royalty securities in the hands of un- 
scrupulous salesmen are most dangerous 
weapons, for by telling half truths they 
can easily deceive an uninformed person. 
It is a very easy matter for a salesman 
to show that the royalty company he rep- 
resents has paid regular dividends for per- 
haps a year or more, and by emphasizing 
this fact and steering his prospective pur- 
chaser away from the other facts in the 
case he can paint a very tempting picture 
of the securities he has to offer. 

The truth is that there is nothing tan- 
gible behind royalty securities, as a rule. 
The companies selling these securities own 
nothing except fractional interests in a 
product which has proven to be the great- 
est gamble on earth, and in which statistics 
show that for every five hundred dollars 
invested less than one dollar has been paid 
to the investors. Though there are a few 
isolated cases where people have made 
large fortunes out of small investments in 
oil, these are, indeed, isolated cases. 


“Standard Oil” in the Royalty Game 

Recently a man styling himself as Cap- 
tain Flesher circylarized the country with 
an offer of Standard Royalty Bonds. Now 
a bond is supposed to have something 
tangible back of it. It is supposed to be 
a mortgage on real property, or have other 
satisfactory assets, but we were unable to 
find anything back of these bonds more 
tangible than oil royalties. Neither could 
we learn of these royalties being on pro- 
ducing wells. Captain Flesher distributed 
some very tempting literature from which 
the following paragraphs are taken: 

“It was reported that, at the death of 
James Pierpont Morgan, Sr., he left 
over one million dollars in worthless 
mining and oil stock. He also left fifty 
to one hundred million dollars in good 
dividend-paying stocks and bonds. 

“The Standard Oil Company is the 
safest and best paying investment that 
we know of today. 

“The Standard Oil Company produces 
many million barrels of oil each month, 
but they only own seven barrels out of 
every eight that they produce. The 

(Please turn to page 1127) 


This page has been donated by Tue 
MAGAZINE OF WALL Street for the ex- 
press purpose of presenting regularly the 
work of the Investors’ Vigilance Commit- 
tee, Inc., with whom we are cooperating in 
conjunction with the Chambers of Com- 
merce and other Business Organizations 
of the Nation. 

The statements contained herein are not 
guaranteed but are based upon informa- 
tion which we believe to be accurate and 
reliable.—Editor. 
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100,000 Shares 
| DuPont Motors, Incorporated 


' 
i} - Wilmington, Delaware 
(Incorporated under the Laws of the State of Delaware) 


Capital Stock 


No Par Value, Fully Paid and Non-Assessable 


Transfer Agent: Registrar: 
EouITaABLe Trust Co., New York METROPOLITAN Trust Co., New York 
CAPITALIZATION 
Authorized Issued 
Capital Stock, no par value............... 250,000 shares 250,000 shares 


In treasury of Company...............++: 25,181 “ 





I kv eecsccecaccscessccocncesesews Sewncs 224,819 shares 





From a letter of Mr. E. Paul duPont, President of DuPont Motors, Inc., we summarize in part as follows: 


History and Management New Model “C” 


DuPont Motors, Incorporated, was organized in June, Model “A” has been modified to a six-cylinder car, 
1919, by E. Paul duPont, who with other members of retaining the desirable performance, appearance and 
the duPont family, has paid in a total of $1,000,000 construction generally of the first model, to which have 
capital. been added certain refinements which the company’s 

This is the first public offering of stock, and a ma- — vent nae oe ayn tny Say Model 
jority of the authorized 250,000 shares of no par value is pat a thoroughly edate car and even better than 
now held by the same interests. the Model “A.” As the general appearance is strikingly 


THIS STOCK WAS SUBSCRIBED AND PAID in line with beauty, distinctiveness and good taste, and 
FOR TO THE AMOUNT MENTIONED, IN CASH, the mechanical features and performance thoroughly 
AT A PRICE OF EIGHT DOLLARS ($8. 00) PER tried and proven, there is no doubt that the new model 
SHARE. = find a ready -_- Model ~ + is — 4 a. limited oo 

, . . . uction, which will be increased as rapidly as possible. 

The company’s business consists of manufacturing In the production and sale of the new model, the best 


high-grade, distinctive motor cars. engineering, production and sales organization will be 
Among the directors of the company are Francis I. assured. 
duPont and Ernest duPont, who are men of wide expe- Purpose of Financing 
rience in business and engineering matters. The proceeds from the sale of this issue of stock are 
i to be used to produce and market the new Model “C” 
Plant Facilities car and for other purposes. 


The plant facilities at Moore, Pennsylvania, are of the 
most permanent construction and are entirely adequate Assets 
to take care of a production of 2,000 cars or more a The balance sheet prepared by Messrs. Harrington & 
year. In addition to this plant there is a larger plant Ryan, Accountants, of Wilmington, Del, shows the net 
in Wilmington, Del, at which the company will event- worth of the company to be $1,801,359.01, after giving 


ually concentrate all of its activities. effect to this financing, equivalent to $8.00 per share on 
the outstanding stock, and the quick assets more than 
Product three and one-half times the current liabilities. The 


The Model “A,” a four-cylinder car of high quality appraisal of plant and buildings has been furnished by 


and distinctive characteristics, has been manufactured the American Appraisal Company. 

- a years, distribution covering the following Earnings aa 
New York, Boston, Philadelphia, Baltimore, Pitts- ..Jacity af the Moore plant is $500,000 per year, after 

— io, Sea. a —— eat Los depreciation, but before deduction of Federal taxes, 
gcies, weds gton, equal to $2.20 per share on the outstanding stock. The 
Model “A” has given uniformly satisfactory service, plant facilities are amply able to take care of increased 

as attested by numerous letters. output. 





All legal matters in connection with this issue are under the direction and subject to the approval of William S. Hilles, Esq., 
attorney at law, of Wilmington, Del., for the company; and of James R. Deering, Esq., of Deering & 
Deering, attorneys at law, of New York City, on our behal}. 


Application will be made to list this stock on the New York Curb Market 
We are receiving subscriptions for this stock, subject to allotment, 


Price $8.00 Per Share 


WARNER & COMPANY 


Members New York Stock Exchange 
11 Wall Street New York, N. Y. 


This information, while not guaranteed, has been obtained from sources we believe reliable. 
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Odd Lots 


By purchasing a diversi- 
fied list of well-seasoned 
securities you improve 
your investment position 
and increase the margin 
of safety. 

We give the same cour- 
teous and painstaking at- 
tention to “Odd Lots” as 
to “Full Lots.” 


Send for our booklet 


“Odd Lot Trading” 


Please mention M. W. 394 


100 Share Lots 


John Muir & (>. 


New York Stock Exchange 

Members {New York Cotton Exchange 

N.Y.Coffee €d Sugar Exchange 

61 Broadway 
New York 





Brooklyn 


26 Court St. 











MAIL 
INVESTMENT 
SERVICE 


Oer Mall Investment Department 
keeps in touch with each one of 
eur out-of-town customers and 
helps him select investments most 
suitable and desirable to one in his 
circumstances. 


@£any investors maintain a personal 
with our statis- 
tictams and in that way keep in 
Giese contact with changing market 
conditions. 
Bf you live out-of-town there is no 
reason why you cannot satisfac- 
tecfly invest your funds with the 
helpful co-operation of our Mail 
Service Department. 


We shall be glad to send 
a copy of our Booklet 
“Investing by Mail” 


te these interested, on request 


GRAHAM, RITCHIE & CO. 


Formeriy Graham & Miller 
Members Mew York Steck Exchange 
66 Broadway New York 
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New York Stock Exchange 


Pre-War e Post-War 
Period means — 
—_— ~~ ——S OO S 
1909-13 1914-18 
RAILS: i Low High Low 
a ‘ :* 1114 75 91% 
Do. Pfd d 4 96 75 95/4 72 
e y 79% 77 
Baltimore & Ohio.. ‘ 4 275% 
Do. Pfd 96 4 
Canadian Pacific 
Chesapeake & Ohio 
Ches. & Ohio Pfd 
Cc. M. & St. 
Do. Pfd 
Chicago & Northwestern. 
Chicago, R. 
Do. 7% 


Delaware & Hudson. 
Delaware, Lack. & Ww. 
i, ess eoee 
Do. 2nd Pid 
Great Northern Pfd..... eee 
Illinois Central. 
Kansas City Southern 5 
Speer o 75% 
Lehigh Valley. 
mag aod & Nashville. 


147% 
N. - Chicago & St. Louis...109 34 
N. Y., & Mastierd. ..174% 
N. Y.. 4 &W 55 
Norfolk & Western........119% 
Northern Pacific. veeeesees lO 
Pennsylvania .....++ssceeee- 75% 
Pere Marquette.........+.-.*86% 
Pitts, & W. Va.... 


St. Louis-San Francisco. . 2.874 
St. Louis Southwestern. . 
Southern Pacific ° 


Texas Pacific. 
Union Pacific. 


Western Maryland ....... ..*56 
Western Pacific 


Do. Pfd 
Wheeling & Lake Erie. 


INDUSTRIALS: 
Adams Express. .......2+-++:270 


iI leia% 


De. Pfid....... 
Am. Cotton Oil. 
De. Pfd......+ 
Amer. Express.... 
Am. Hide & L... 


d 
Am. Safety RazZOP...cccecses os 
Am. Ship & Com....... 
Am. Smeit. & Ref.......+..105% 
Do. Pfd.. eS 
Am. Steel Pays. cocccccccce TO% 
o. oceeesesecese 
Am. Sugar 00s00e8 cecndenai 
Do. Pf socceee BOI 
Am. Sumatra Tob...... ‘ 
Do. Pfd.. evcceocece 
Am. Tel. & Tal...ccccccee *1158% 
Am. Tobacco Sauk saibea eae 


Anaconda . 
Associated Dry Goods. 


Bethile. Steel B. coccecccce ce Sane 
Do. 7% Pid. n.cccccccce.s 
Do. 8% Pfd....cccceccces 

Burns Bros. A.....ccssecee 45 
Do. B. 


Calif. Packing tees 
THE MAGAZINE 


Last Diwd 


“1919. 1922 o—-_ , Sale $ per 
Low Lo 


/ SMO@ee4dsddwO- 


111 
66' 4 
9434 
7108 
1140 
36% 38! 
87 79: 81 


OF WALL STREET 


oe 
@n oe -ia-i-. 





en tad edt €@e e@ecaqnr4sanAtd 


Price Range 


Pre-War 
Period 


1908-18 
High Low 
INDUSTRIALS—Continued: 


Calif. Petro. 724. 
Calif. Petro. Pfd.... 
Central Leather 
Do. Pid 
erro de Pasco 
Chandler Mot..... 
hile Copper...... 
hino Copper.......+.+ 
oca Cola ee 
olum. Gas & E.. 
olumbia Graph... 
onsol. Cigar 


“rucible Steel 

‘uba Cane Sugar....... 
uban Amer. 
“ndicott-Johnson 

Do. Pfd 


Do. 
‘reeport Tex 
jen’l Asphalt ........ ecece 42% 
yen’] Electric 
Gea'l 


Houston Oil... .... 22.206 0 
Hudson Motors 
Hupp Motors 
Inspiration ... 
Inter. Mer. 

Do. be 
Inter. Nickel . 
Inter. Paper 
Invincible Oil. . 
Kelly Soringfield 

Do. 8% Pid 
Kennecott 
Keystone Tire. .. 

ckawanna Steel 

a Locomotive 

Loews, I 
Left, 
Mexican Pet 
Miami Copper 
Middle States Oil........ eee « 
Midvale Steel ..........+4+- 
Nat'l Lead 
N. ¥. Air Brake 
N. Y. Dock 


Philadelphia Co 

Phillips Pet 

Pierce  oendal ° 
Do. Pfd 

Pittsburgh Coal 

oe ~~" a * Car 


Punta Aleg. 
Pure Oil 


Replogle Stee! 
Republic I. & 
Do. Pfd.. 
Royal Dutch N. Y. 
Shell T. & T. 
Sinclair Con. O71 
Stand. Oil N. J.. 
Do. Pfd 


Studebaker 
Do. Pfd.. 
Tenn. Cop. "& Chem. 
Texas : 
Tex. Pac. C. & O 
Tobacco Prod 
Transcontl. Oil 
Waited Preit......cccccccce 
Un. Retail Stores 


Utah Copper 
Vanadium 
Va.-Caro. Ch 
Do. d 
Western Union 
Westinghouse Mfg 
White M 
Willys Overland... 
Wilson Co......seseee 
Woolworth ....- Gencudescaltll 


~* Old stock. 
for APRIL 14, 1923 


of Active Stocks 


Wear Post-War 
Period Period 
Last 


, a, 
1914-18 1919-1922 ——-1928——. Sale 
High Low High Low High Low Apr.4 


42% 11K 1045 
61 98% -- 110 

123 116% 4042 
a “4 114 7934 


67% 50% 
103% 7 
39% 
74 


54% 
*166 *97 


6 *150% *112%4 
7 7 


50% 
118% 58% 
109 12 
76 24 
*2738 *38 


= 
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.* & tor to nw 


H@Oeenwoo #e@ 
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t Bid price given where no sales made 














The Trend 
of Trade 


Conditions in our basic 
industries are always un- 
dergoing changes. A di- 
gest of current conditions 
in several important lines 
is given in our April finan- 
cial letter. 


Copies to investors on 
request 


Mc DONNELL & (o. 


120 BROADWAY 
NEW YORK 


Members New York Stock 
Exchange 


SAN FRANCISCO 











DEAN, ONATIVIA & CO. 


208 So. La Salle St. 
Chicago, Ill. 


11 Wall St. 
New York 











Members of the 
New York Stock Exchange 
Chicago Stock Exchange 
Chicago Board of Trade 


New York Cotton Exchange 








BRANCH OFFICES 
Woodward Bidg., Washington, D. C. 
Waldorf-Astoria Hotel, New York City 
38 No. La Salle St., Chicago, Ill. 
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We have for distribution a 
limited number of historical 
bcoklets which tell the story of 


Waldorf System 
Incorporated 


the common stock of which 
was recently listed on the 


NEW YORK 
STOCK EXCHANGE 




































































Private Wires to Principal Cities 














A. A. Housman & Co. 


Members 


York Stock Ex. New York Cotton Ex. 

Orieans Cotton Ex. N. Y. Coffee & Sugar Ex. 

York Produce Ex. N. Y. Curb Market 
Chieage Board of Trade. 


















































Associate Members of 
Liverpee! Cotton Association 


20 Broad Street New York 


BRANCH OFFICES 
Liberty Bullding, Philadelphia 
Amsterdam, Holland 






















































































Service 
In All Markets 


STOCKS 
BONDS 




















COTTON 
GRAIN 


The current issue of our Mar- 
ket Letter comments on the 
Securities, Grain and Cotton 
markets, and includes anal- 
yses and timely comments 
on: 

; TIMKEN ROLLER BEAR’G 
PRODUCERS & REFINERS 
CONSOLIDATED GAS 
NATIONAL BISCUIT 
AMERICAN WOOLEN 
CERRO DE PASCO 
AMERICAN CAN 


Ask for circular MW-414 


Carden, ( Green & Co. 


New Yors” 4 iene 
New York Cotton Exchange 
New York Produce Exchange 
New York Coffee and Sugar Exchange 
jcago Board of Trade 


43 Exchange Place 
New York 






















































































































































































Telephone—Hanover 0280 




















ANSWERS TO INQUIRIES 
(Continued from page 1116) 








was very conservative in dividend pay- 
ments and as a result it has piled up a 
large working capital, in fact, a greater 
one than it needs to handle its business. 
The company, therefore, is in position to 
be liberal in dividend payments and we 
feel there is a good chance of larger dis- 
bursements being made. Although you 
have a good profit on this stock our advice 
is to hold for the long pull. In 1922, the 
company earned $8.37 a share. 


VIRGINIA-CAROLINA CHEMI- 
CAL 


Current Earnings Unsatisfactory 


As a holder of Virginia-Carolina Chemical 
common stock I would like your opinion as to 
the desirability of keeping these shares. 
Would a switch into something else be a good 
movef—O. F. G., Schenectady, N. Y. 


Virginia-Carolina Chemical took such 
heavy losses during the deflation period 
that it was obliged to put out several 
bond issues and to discountinue dividends 
on the 8% preferred stock. This has put 
heavy charges ahead of the common and 
apparently removed it very far from divi- 
dends. While the long-pull outlook has 
improved, the company is understood not 
to be doing very well at the present time 
as there is keen competition in this line 
with price cutting. Under the circum- 
stances, our advice is to close out your 
commitment, and switch into Spicer Mfg. 
selling around 22. The latter company is 
one of the most important of the auto- 
mobile accessory group, its plants are 
operating at capacity at the present time 
and earnings are understood to be running 
at the rate of over $7 per share per an- 
num. We consider it much closer to divi- 
dends than Virginia-Carolina Chemical 
and that it offers more attractive specula- 
tive possibilities. 


INSURANCE PREMIUMS 
Providing Funds for Payments 


I wish to invest from 10 to 12 thousand 
in securities for the purpose of providing 
funds for payment of premiums on a 20-year 
life insurance policy. I am engaged in a busi- 
ness that brings in sufficient income to cover 
living expenses and save a certain ay 
each year so that in investing this money I 
do not feel that I am obliged to limit myself 
to the ultra conservative securities. Under 
these circumstances what do you suggest?— 
J. P., Chicago, Il. 


For the investment of 10 to 12 thousand 
dollars for the purpose of providing a 
fund to be used for the payment of pre- 
miums on a 20-year life insurance policy, 
we feel that you would be justified in 
selecting middle grade bonds and some 
preferred stocks in view of your circum- 
stances. In breaking away from the gilt- 
edge securities, it is advisable, in order to 
get greater safety, to diversify your in- 
vestment so that if any one security 
selected does not work out particularly 











well, it is likely that the appreciation in 
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values of the others would more than 
offset any such loss. 

For your purpose, we feel that the fol- 
lowing list of securities would be desir- 
able. They give an attractive return and 
by distributing your funds, among them, 
we do not feel that an undue risk would 
be assumed: 


BONDS 
Price Yield 
Sinclair Ist lien and col. 7s, due 
I ached leet aaa ahaa 100 7% 
So. Porto Rico Ist mortgage 7s, 
i ee 100 7% 
Public Service of N. J. 5s, due 
MED otecnccescconeceececcoeass 84 6.11% 
Chile Copper 6s, due 1932........ 100 6.0% 
Computing, Tabulating-Recording 
i: Se  nedesnnseeeseenesone 98 6.18%, 
St. Louis San Fran. Prior Lien 4s 
eee 70 6.26%, 
Amer. Gas & Elec. 6s, due 2014.. 98 6.12% 
Cudahy Packing, 534s, 1937.... 89 6.20% 


PREFERRED STOCKS 
American Smelting div. 7, price 100, yield 7.0% 
General Motors div. 7, price 98, yield 7.1% 
North American div. 3, orice 45, yield 6.6% 


EASTMAN KODAK 
Switch to American Woolen Advised 


A short time ago I wrote in asking your ad- 
vice on Eastman Kodak stock which I had 
purchased at 86. You advised me to hold it. 
What is your advise now that it has advanced 
to 1127—V. K. O., Plainfield, N. J. 

Eastman Kodak is a very strong com- 
pany and apparently has a definitely as- 
sured future. The stock, however, has had 
a very substantial advance and we con- 
sider there are other issues with better 
market prospects at this time. Our ad- 
vice would be to take your profits on East- 
man and switch into American Woolen 
paying 7% and selling around 103. This 
company is booked up for months ahead 
at capacity and earnings are said to be 
running at the rate of three times divi- 
dend requirements. It is in very strong 
financial condition and able to pay higher 
dividends if the management so decides. 





TEN ATTRACTIVE BOND 
OPPORTUNITIES 
(Continued from page 1077) 











prices of 78 the bonds yield 6.41% to 
maturity, a high yield that is accounted 
for by the fact that the bonds are com- 
paratively new and require some season- 
ing. They are, however, in a sound posi- 
tion and may be purchased confidently as 
to integrity of principal and interest. 


(10) ERIE R. R. GENERAL 4s/1996 


This is a purely speculative issue de- 
pendent on the outlook for the road’s earn- 
ings. The history of Erie, financially, has 
been unsatisfactory, but in the past year 
the road seems to have made sufficient 
progress to indicate that it has possibly 








turned the corner. Were it not for the 
jisastrous coal and shopmen’s strike last 
ear, the road would have earned some- 
thing on the common stock and have re- 
ved the general 4s from the wildly 
culative class. This year, with both 
strikes a matter of the past, the outlook is 
that Erie will do very well, more than 
covering interest charges. The bonds will 
fluctuate with the prospects for earnings 
ud for that reason, considering that earn- 
ngs are likely to improve, this is almost 
itamount to saying that the bonds should 
mave an advance. For those in a position 

purchase a speculative bond, the Erie 
general 4s of 1996 are likely to prove a 
fitable speculation. 


< 
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FIXING A FAIR INVEST- 
MENT PRICE FOR STOCKS 
(Continued from page 1095) 













sh reserve more than it has to, especial- 

as it has no marketable investments or 

her liquid funds. 

While the company will undoubtedly do 
better in the future than it is now, or has 
the recent past, the investor will be 
ng up with an investment which is 
elding him less than he could get on a 
high-grade preferred stock. Even if the 
company in the course of a year or 
two were to pay as much as $7, the 
yield would still be less than 8%, 
which might not be as attractive at 
that time as it seems now. 


)%e 
% 


U.S.REALTY This stock pays $6 per 
AND share, and is selling at 
IMPROVE- 100 to yield 6%. Divi- 

MENT dends were resumed 

last year after an in- 
terval of six years, during which it paid 
nothing, but earned between $3.05 and 

5.39, with an average of $7 a share a 

ar, an example of an extremely con- 

rvative policy. 

The company’s earnings are believed to 
running at the highest figures in its 
history at the present time, possibly $20 

share, and are based partly on the long- 
ntinued boom in building construction 
d partly on the higher rent level em- 
died in all its lease contracts for the 
past few years. 
The steady improvement in the com- 
ny’s financial strength since the re- 
valuation of its properties in 1916 is indi- 
ted by the change from an excess of 
rrent liabilities over current assets 
nounting to 1.2 millions in 1917 to an 
excess of current assets giving it a work- 
g capital of 3.1 millions at the end of 
e fiscal year ending April 30, 1922, of 
which 2.1 was cash. 
With earnings of $15-$20 a share prob- 
le for the next few years on the basis 
- leases already signed, the company 
should have no difficulty in raising its 
dividend rate to $8 or $9 a share. These 

would mean yields of, respectively, 8% 
and 9% on the present price of the stock, 
outside of the constantly increasing equi- 

‘ties which may be expected to be piled 

up behind the stock. 

From the standpoint of prospective 
yield, therefore, the stock seems quite 
cheap at current prices. 
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Wide-awake men 
consult 
their home banker 






4 man they had to go to 
} when they wanted to borrow 
money. Other times they kept away. 


Talk to some of your neighbors to- 
day and you'll find how materially this 
attitude has changed. 

The most wide-awake of them — 
merchants, professional men, farmers 
—go to their home banker whenever 
they need a fresh and unbiased view- 
point. 

They draw on his general knowledge 
of all kinds of business—and on his 
broader view of national affairs—for 
advice on their own particular problems. 


The next time you feel that you are 
a little too close to your own business 
to get the right perspective on it—drop 
into the bank for a talk with your home 
banker. 

He will be glad to see you—and to 
help you all he can. 


Not the least of his services is his 
ability to execute your banking bus- 
iness in New York 


THE FARMERS’ LOAN 


AND TRUST COMPANY 
16-22 WILLIAM STREET 


FIFTH AVE. OFFICE, 475 FIFTH AVE. 
NEW YORK 


CHARTERED IN 1822 
“FOR THE PURPOSE OF ACCOMMODATING 
THE CITIZENS OF THE STATE” 
































































































Invest in Railroad 


Public Utility Bonds 


The recent marked improve- 
ment in general business, 
coupled with the present 
favorable outlook, should in- 
fluence conservative investors 
to purchase with confidence 
bonds of well known railroad 
and public utility corpora- 
tions. Particularly is this 
true of bonds now yielding a 
comparatively high return, 
and likely to be favorably 
affected in their market posi- 
tion by the increasing earn- 
ings of the properties upon 
which they are secured. 

Our experience of more than 
half a century in the invest- 
ment business should be help- 
ful to you in selecting bonds 
of this character. 


Send for Circular No. 776 


“Suggestions for the 
Discriminating Investor’ 


Spencer Trask & Co. 
25 Broad Street, New York 


ALBANY BOSTON CHICAGO 
Members New York Stock Exchange 
Members Chicago Stock Exchange 


























COTTON 


The statistical position 
from a market stand- 


point explained in our 


COTTON FACTS 


Circular sent upon request 


MOYSE & HOLMES 


‘Members New York Stock Exchange 
Members NewYork Cotton Exchange 








67 Exchange Place 
Tel. Rector 2908 
Ritz Carlton Bidg. 
Mad. Ave. & 47% 

NEW YORK 

















Current Bond 
Offerings 


Falling Off in New Issues— 
Several Large Loans 
Held Over 


ITH the exception of the Japanese 
W offering of $19,000,000 Oriental 

Development Company debenture 
6s, new bond offerings were comparatively 
few. This was true of all departments, 
with the exception of municipals, of which 
there were many new offerings but almost 
uniformly of small size. An interesting 
feature was the slump in the offering of 
new railroad securities. 

In the old bond market, Liberties con- 
tinued to decline on selling pressure from 
banks and other institutions which are 
dumping these issues to secure the advan- 
tage of the higher rates now prevailing 
in the call-money market. 


Enthusiasm Missing 


New bonds continue to be fairly well 
absorbed but enthusiasm which was preva- 
lent last spring is now almost wholly lack- 
ing. Furthermore, an unfavorable senti- 
ment has been created lately on account 








NEW BOND OFFERINGS 
STATE AND MUNICIPAL 
Yield 
Amount (%) 
Douglas Co., Neb.... $400,000 4.25 
State of Idaho 776,500 4.15-4.50 
Omaha, Neb......... 600,000 4.20 
City of Biloxi, Miss.. 550,000 4.80 
City of Norfolk, Va..3,029,000 4.45-4.55 
Prov. of Manitoba. . .1,000,000 5.20 
FOREIGN 
Oriental Dvipt. Co.$19,900,000 
PUBLIC UTILITY 
Idaho Power Co... .$3,200,000 
Western United Gas 1,323,000 
Eastern Conn. P. Co. 3,000,000 
Stand. Gas & Elect. 6,000,000 
RAILROAD 
Chi., N. Share & Mil.$1,000,000 
INDUSTRIAL 
Industrial Coal Co...$2,000,000 
M. W. Kellogg Co.. 1,000,000 
Hutch’son Lum. Co. 2,000,000 
Nev.-Cal. Elec. Corp. 1,500,000 
FARM LOAN 
Greensboro Jt. Stock 


and Bank $1,000,000 4.68-5.00 




















of the withdrawal of banking support 
from several new issues which have re- 
cently suffered very large market losses. 
This sort of thing loosens confidence. 
Demand for municipals continues large as 
many investors find their tax-exempt pro- 
visions especially compelling. 

The money situation continues to en- 
gross attention but it is not likely to 
change sufficiently in the near future to 
make any pronounced difference to the 
amount of new bond issues. 

The old bond market proves a decided 
competitor to new offerings as many of 
the older bonds are offered at prices where 
the yields are considerably in excess of 
those currently offered on new _ bonds. 
This situation is growing in importance 
and doubtless will have an effect on the 
prices at which future new bonds will be 
offered. 





BUSINESS GROWTH 
BROADENS 
(Continued from page 1082) 








a guide to recent or current conditions 
So far as they go, they indicate a rather 
increasing condition of imports if any- 
thing; and coupled with the figures jor 
export trade seems to show a position in 
which our favorable balance is rather 
clined to decrease. Still we continue t 
retain a substantial claim upon foreign 
countries and there is no indication of the 
probable export of gold to which some 
forecasters have lately made reference 
A small shipment of gold which took pl: 
during the latter part of March is 
ported to have grown out of a very s; 
cial type of transaction and had no dir 
relationship to the exchange position. 
fact, it is difficult to see how exports 
gold can be expected until sterling ri 
to something like 4.88 or more. 


Some Conclusions 


The business outlook remains uni 
paired—if anything, more favorable thu 
heretofore. There is no shortage of creciit 
or banking facilities, although prices « 
rising and discount rates are likely to ad- 
vance. Foreign trade, although unsat 
factory, remains but little changed withii 
recent weeks. 





LINKING UP COMMODI- 
TIES WITH SECURI- 
TIES: II. 


(Continued from page 1085) 








tation to force output to the uttermost t 
get the cream of the profits as well 
lower production costs per unit. 

Those who are interested in tire stocks 
should watch the production curve ver) 
carefully to see if any such thing is tak- 
ing place. Should production continue t 
increase at anything like the rate it has 
in past year, from January as a starting 
point, it seems very likely that the tire 
market would be flooded with a supply 
that it could not take care of, and the out- 
come would in the end be disastrous to al! 
the companies. 


Hide and Leather Prices 


In the past the tanners of leather hav 
furnished a remarkable illustration 
what is meant by a “whip-sawed” indu 
try. As the accompanying graph ilh 
trates, on occasion the price of hides has 
moved up well above that of finished 
leather, so that the tanner had to pay high 
prices for his raw materials and could 
get relatively little for his product. On 
the reaction hide prices have fallen ra 
idly, causing a demoralizing fall in th 
value of his inventories, compelling hi: 
to cut his prices sooner or later, while 
the meantime the leather buyer stay: 
away from the market in the hope ci 
lower prices. 

The peculiar thing is that the supply, 
and consequently the price, of hides d:- 
pends on still another industry, that of 
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at packing. For each animal slaugh- 
red, a hide is produced as a by-product, 
nd when there is a great pressure of cat- 
e cn the market hide prices go down, 
rac ing leather prices with them. 


















oe In boom times the leather companies are 
any. pu to counteract this movement, to some 
= fn By passing along their increased 
> in the form of higher prices to the 
> tn: mer, as they did in 1919-1920, and 
a. 4 hing of the sort may be expected 
weie year. In the meantime, however, 
f the receipts are heavy, hides are press- 
some M's Jown on the market, and are about 
ited vel they reached last September. 
pl: less the leather companies prove able 
; ss along their higher costs to the 
$1 which will be evident in higher 
lir prices, they may find their earnings 
ly cut into by the development of an 
- mal spread between leather and hide 
ri s. In this industry, therefore, the 
m of these two sets of prices in the 
for the investor to watch. 
mt INVESTORS’ VIGILANCE 
me COMMITTEE, INC. 
‘ (Continued from page 1120) 
- er one belongs to the land-owner. 
a Standard Royalty Bond earnings are 
m the landowner’s share of property 
1 by our trustee, of which the 7th 
-— se is actually owned and operated by 


Standard Oil Company. 

Everyone knows the vast earnings 
1 dividends of the Standard Oil Com- 
ny. Here is your opportunity to share 
these vast dividends through the land- 
yner’s royalty. Remember we guar- 
tee you two per cent monthly as a 
nimum dividend, but the sky is the 
1it on your possible earnings on these 
nds. OPPORTUNITY KNOCKS, 
ll you let her pass unheeded?” 






ese paragraphs read very prettily, and 
a glowing picture of easy wealth. 
one not familiar with such things it 
es the Standard Royalty Bond appear 
» as sound and stable as the Standard 
il Company. These clever writers do 
explain to their prospective buyer that 
be the land royalties which they claim 
old simply call for a fraction of one- 
th of the oil produced, while probably 
» is no oil being produced at present, 
may never be. 
any case, Captain Flesher does not 
iin the purpose for which the money 
which these bonds are sold is to be 
|. If any concern has nothing to do, 
his literature implies, but to sit tight 
collect their one eighth share in a 
gong concern, it certainly does not need 
sell bonds to raise money. Captain 
Fl-sher evidently is a philanthropist. 
he facts concerning this proposition as 
were unearthed by the Investors’ 
ilance Committee, Inc., were brought 
he attention of C. T. White, Secretary 
the Standard Oil Company of New 
sey. Mr. White said, “these people 
have no connection whatever with the 
Stindard Oil Company.” He added that 
they are not sponsored by them, and that, 
‘urther, the Standard Oil Company dis- 
pproves of their methods. 
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Accurate Information 


igen in the purchase of securities is not the only 
item that the shrewd investor considers. He 
knows that accurate and timely information regarding 


the securities he has purchased is of utmost importance. 


Our Investors’ Information Department will furnish 
on request all essential information concerning the 


securities of any company. 


Lansburgh Brothers 


Members New York Stock Exchange 


30 Broad Street New York 






















































DEPENDABLE INVESTMENT STOCKS 


Averaging 7.14% Annual Income 


KANSAS GAS AND ELECTRIC COMPANY 


Cumulative 7% Preferred Stock 


WISC.-MINNESOTA LIGHT & POWER CO. 


Cumulative 7% Preferred Stock 


CONSOL. GAS, ELEC. LT. & PWR. CO. 
(BALTIMORE) 
Common Stock Paying 8% 
A purchase of an equal number of shares of each of 
above stocks at present prices would yield an annual 
income (payable quarterly) of about 7.14% on total 


investment. 
Particulars on request for MWA-14 


ESTABLISHED 16860 


Paine, Webber & Company 


BOSTON NEW YORK CHICAGO 
82 DEVONGEHIRE ST. 28 BROAD BT 208 LA SALLE ST 
PHILADELPHIA WORCESTER MINNEAPOLIS 
ALBANY SPRINGFIELD ST. PAUL 
HARTFORD PROVIDENCE DULUTH 
MILWAUKEE DETROIT GRAND RAPIDS 


Members New York, Boston, Chicago, and other leading Stock 
Exchanges 
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Judicious 
Investment 


Advice 


We are prepared: 

—To analyze your list of 
holdings, submit our re- 
port and suggest advan- 
tageous changes if such 
appear desirable. 


—to make definite invest- 
ment recommendations to 
investors. 


Call at our office or write. 


MACKAY & CO. 


BANKERS 
14 Wall Street, New York 


Members New York Stock Exchange 
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Lisman’s Review 
of 


America’s Foreign Investment 
and the 


Railroad Bond Market 


In order to provide a more comprehen- 
sive service for banks, dealers and in- 
dividuals, we are issuing the above 
monthly publication. 


Information contained 
therein regarding: 


Economic and Financial condi- 
tions as affecting the bond mar- 
ket. 

Developments in the market for 
foreign investment bonds. 


Payment of coupons and drawn 
bonds of foreign issues. 


Valuable to banks, dealers and inves- 
tors. Sent every month upon request, 
without obligation. 


F. J. LISMAN & CO. 


Established 1890 
Members New York Stock Exchange 


61 Broadway New York 
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MARKET STATISTICS 


N.Y.Times 


Monday, March 26 
Tuesday, March 27 
Wednesday, March 28 
Thursday, March 29 
Friday, March 30 
Saturday, March 31 
Monday, April 2 
Tuesday, April 3 
Wednesday, April 4 
Thursday, April 5 
Friday, April 6. 
Saturday, April 7 


N.Y.Times Dow, Jones Avgs. 
40 Bonds 20 Indus. 


20Rails High 
102.36 87.69 90.41 
103.03 87.71 89.79 
103.45 87.93 90.39 
102.77 87.26 
OL I 
102.75 87.15 
101.51 85.84 
101.60 86.17 
101.40 86.20 
102.36 86.08 
102.70 86.55 
102.56 86.53 


7—50 Stocks—— 


Low 
88.91 
88.88 
89.64 
89.11 


343,100 
1,281,900 
1,195,856 

955,550 

907,050 

402,494 
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BACK DIVIDENDS IN 
UTILITY PREFERREDS 
(Continued from page 1109) 








iry companies are just getting back to 
Lasis where they can do something in 


the way of earnings and scaling down of 
capitalization of the parent corporation is 
logical. 
ai will not offer any cash in payment 


It is probable that forthcoming 


back dividends but will provide for 


nev. securities to be issued in exchange 
for first and second preferred stocks with 
additional stock for the dividends. 


ith the exception of Western Power, 


Market Street Railway and Mobile Elec- 


Co. issues, the other issues are properly 


a sed as speculations and are attractive 


as holding out promise of a large re- 
in the event of a continuation of 


gocd earnings and liquidation of back divi- 


is. There is only a comparatively 


small amount of Mobile stock outstanding 


earnings are showing some improve- 


or the time being, California Railway 
ower seems to be selling too high as 
outlook is still too uncertain. On the 


other hand, Republic Railway & Light Co. 
referred stock appears very attractive to 
an investor who is willing to hold the in- 


ment for a while. Earnings of sub- 
ries are improving rapidly and it is 
a question of a short time when 


dividend discussion will be in order. 















LABOR SHORTAGE, BOOM- 
ING WAGES AND ASCEND- 
ING PRICES 
(Continued from page 1067) 
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ipward and a break in the market has 
iy times been the construction com- 
y’s salvation. For this reason the con- 


truction company, like any other short 


ller, prospers most when it works on a 
ling market. Its dividends and profits 
most likely to be safe in the midst 
falling prices. 
1 other words, the construction com- 
ny and its clients are naturally placed 
n the same side of the market. Their 
terests coincide because they profit when 
movement is bearish. Only those few 
1s that have built such a reputation 
performance that they are able to 
ate under conditions approximating 
ufacture, that is under the open cost- 


lus contract, can view the rising cost of 


r and materials with some degree of 
animity, yet even these companies 
w that cost can only rise a limited de- 


r-e before the prospective owners of con- 


iction will call a halt and wait for a 
ljustment. 

‘he last halt was called in 1920 when 
index of construction cost reached 
ut 275. It was then that the buyer got 
aste of blood and learned his power 
-ontrol the situation. He has not for- 


o:ten the taste and it will be surprising 


ed if he stands for another sky-rocket 


narket that reaches the height of the last 


t is very difficult to speak with accu- 


tracy of the present relative position of 
ages in general. 


Reliable statistics are 
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Public Utility 
your safe deposit box. 
Your investment is secured by the 
actual properties that provide elec- 
tricity to countless homes—to grow- 


companies in 


































When imagination and 
common sense work together 


UT THE BONDS of strong 


ing industry and to indispensable 
transportation. 

When you see a well lighted city, 
thank the American investor. He 
has backed his belief in the develop- 
ment of electricity with his money. 


The underlying values of every bond issue offered by The National 


City Company have been carefully analyzed. 


mended bonds, address— 
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BONDS 


SHORT TERM 


For a list of recom- 


The National City Company 
National City Bank Building, New York 


Offices in more than 50 leading cities throughout the World 


NOTES ACCEPTANCES 








months behind the recent rises of which 
we hear on all sides. 
it is probable that in the building trades 
wages were substantially as high as the 
peak of 1920, which was the Mt. Everest 
of the history of those industries. 
index figures show that industrial wages 
reached their highest point, 240 (1914 be- 
ing 100), in the first part of 1920, and 
their lowest in the last part of 1921 when 
they stood at 180. Certainly they are con- 
siderably above that figure now. 
same period the cost of living fell from 
204 to 163. 
again; but we find that the purchasing 
power of wages fell only seven points 


At the end of March 


The 


In the 


It is a little higher now, 


from a high 118 to 111, taking 1914 wages 
as 100. Consequently, it will not take 
many of the 10 and 12%% increases in 
wages, such as have recently taken place 
throughout the textile industry, to put 
wages out of line with commodities, un- 
less prices are sharply advanced. 

While the point in the business cycle 
which we have now reached is the most 
slippery place for profits in such a busi- 
ness as construction it is the surest for 
most productive industries, especially those 
with a relatively short turnover period. 
It is also a favorable phase for the ser- 
vice and distributive groups. Consump- 


tion tends to keep up with production, 
1129 














Yield 7% to 7.10% 
for 3-4-5-6 or 
15 Years 


Two Attractive Investment 
issues and five maturities to 
choose from— 


A First Mortgage Convertible 
_ Gold Bond: Constitutes an in- 
vestment of high security; the 
obligation of an important com- 
pany whose earnings for the last 
5 years have averaged 5.40 times 
interest requirements of this 
issue. 


A Serial Convertible Gold Note: 
The direct obligation of a com- 
pany whose net assets equal 
629% of these notes and whose 
net profits, last 4 years, have 
averaged nearly 5 times their in- 
terest requirements. 


Full description of both issues on 
request for 


Circular 48 


George H. Burr & Co. 
Equitable Building 
New York 


Philadelphia Hartford 
San Francisco St. Louis 
Seattle Portland, Ore. 


Boston 
Chicago 
Los Angeles 




















NEW 


B. R. T. 


Rapid Transit Security 
Sinking Fund 6s, of 1968 


“When if and as issued” 


TO YIELD OVER 8% 


We recommend these 
bonds as a semi-specula- 
tive investment of un- 
usual merit, offering large 
profit possibilities. 


Description and full details furnished 
on request for M.W. 20 


W Carnesie Ewen 
Investment Securities 
2 WALL ST.—NEW YORK 
Telephone Rector 3273-4 

















though about the first of the year vir- 
tually all of the basic industries passed 
above the normal production line. There 
is no accumulation of stocks, and in sev- 
eral basic commodities the unfilled order 
file is piling up. Under such conditions in- 
dustries that are not subject to public reg- 
ulation of their charges find little difficulty 
in passing on increased wages and other 
increased costs to the consumer, with pos- 
sibly something added for good measure. 
Prices are unmistakably rising, and the 
volume of business augments. This is 
their money-making time. Even in in- 
dustries, such as transportation, where 
charges are rigid, the vast volume of bus- 
iness—car loadings, for example, are beat- 
ing all records—means more earnings and 
in them wages also are now rather rigid. 
All signs indicate that 1923 is a profit- 
making year for the major portion of in- 
dustry. 

Dividends are another matter, and I am 
no prophet regarding them. Stockhold- 
ers are human, though, and I mistake 
my guess if they do not clamor for and 
get dividends somewhat in proportion to 
profits. Distributions will vary accord- 
ing to corporation policies, but this would 
seem to be a cashing-in year. Generally 
speaking, profits should justify liberal 
dividends. A year hence the situation may 
be reversed, and dividends not enjoyed 
now may be deferred indefinitely. 

A glance at the familiar price curve 
of commodities of the past century, that 
we have seen so frequently since the War, 
indicates rather clearly that the national 
psychology undergoes a change after each 
national crisis, so that as time progresses, 
each upward trend of the market brings 
a sharper reaction. If the experience of 
the past is a reasonable criterion to indi- 
cate future action, Mr. Ultimate Consumer 
will oppose with sterner action each sub- 
sequent rise of the market. It is for this 
reason, in a great measure, that earlier 
reaction and an earlier break in the mar- 
ket may be expected in the present up- 
ward swing than in the one that ended 
with the depression of 1920. 

Extended dissertations on the subject 
of economics and business have proved of 
but little value in influencing national ac- 
tion. The motive of industry is profit 
and to the great majority of individuals 
a profit today looks better than a few 
months hence. Therefore, we may expect 
the recurrence of business cycles as long 
as we elect to operate a competitive sys- 
tem of industry. There are, however, cer- 
tain factors that are susceptible of rea- 
sonable control, and one important among 
these is the supply of labor. As the coun- 
try is developing and its requirements for 
labor are expanding the balance point be- 
tween demand and supply is constantly 
moving ahead. To maintain a three per 
cent labor statute would indicate either 
that we believe the supply is adequate for 
the industry or that we do not expect 
our industry to expand. Any regulation 
that maintains a fixed supply of labor while 
the needs of the country are expanding 
upsets the balance point and disorganizes 
production. What industry needs is a flex- 
ible provision that will keep the supply 
and demand in balance while the country 
is passing through its present stage of 
development. 











REDUCTION |. 
OF RISK IN 
INVESTMENT 


PRODUCTIVENESS 
AND PROFIT IN 
MANAGEMENT 


The Trustee 


Must Carry 
On 


The trustee of an estate is 
more than a guardian, he is 
a builder. Preservation alone 
of an estate in trust is a duty 
half done. It is not enough 
that the properties shall not 
diminish, they must con- 
tinue to become greater, 
that the vision of their crea- 
tor shall find fulfillment. 


If the estate consists of security 
investments, the execution of the 
trust presents no great difficul- 
ties to an individual or an organ- 
ization experienced in such work. 
However, it may comprise in its 
entirety, a controlling interest 
or a complete ownership in an 
active business in which the 
owner was a managing factor. 
Such a trust entails the assump- 
tion of management by the 
trustee. An individual will have 
personal interests which may 
require his undivided attention. 
An organization’s facilities may 
not embrace actual manage- 
ment. In either event the Ser- 
vice of M. H. Avram & Com- 
pany, Inc., solves the problem. 


It will assume the management 
of the business in the interests 
of the trustee. Its staff of sea- 
soned executives assures com- 
petency. Its reputation in the 
field guarantees reliability. The 
trustee is assured that his trust 
will be executed to the continu- 
ing profit of the beneficiaries, 
the complete fulfillment of the 
owner’s desires and his own last- 
ing credit and satisfaction. 


Our representative will call at 
your request and describe in 
detail the operation of Avram 
Service in managing trust 


| estates. Write us. 


| MH’AVRAM: COMPANY 


3560 Madison Avenue- New York 
Management and Industria) Engineers 
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ATLANTIC LOBOS OIL 
Status of Aguada Tract 





e are informed by an official of the 
\t!intic Lobos Oil Co. in an answer to 
n inquiry published in the March 17 

» of THE MAGAZINE OF WALL STREET 

our remarks in regard to the com- 

’s; Aguada Tract were not entirely 

rate. We stated that “although five 

s were drilled to depth, there were no 

factory results and it is expected that 

her efforts in this field will be aban- 

d.” The facts are stated to be as fol- 

The first standard well was aban- 

d at 1,214 feet because of caving and 

ipsed casing. Two exploratory core 

s have been discontinued at depths of 

) and 2,667 feet. The only well drilled 

pth is now drilling at 4,275 feet. This 

itory has not, in the opinion of the 
agement, been disproven and it is not 
cted that further efforts in this field 
be abandoned. 
















this inquiry we advised our sub- 
scriber to switch from Atlantic Lobos to 
Maracaibo Oil then selling at 10 or to 
ib Syndicate then selling around 5. 
Maracaibo is now 17 and Carib 6. 















TREASURY DEPARTMENT 
NO LONGER FAVORS LOW 
INTEREST RATES 


(Continued from page 1112) 















any responsibility for its policies, 
made any effort to have discount 
rates reduced or maintained at a 
level below the market in order 
to finance the Government more 
cheaply.*** 
Very truly yours, 
S. P. Gripert, Jr. 
Undersecretary. 








Where Was Gilbert 
‘Responsible’? 











March 23, 1923. 
Hon. S. P. Gilbert, Jr. 
Treasury Dept., 
Washington, D. C. 


My dear Mr. Gilbert: 

Your letter of March 17 was duly 
received, being transferred to me by 
the Federal Reserve Bank of this 
city. 

I am glad to note that you have 
thought it well to modify your 
statement about the Treasury and 
are now disposed to confine it to 
the period “since I [you] have had 
any responsibility for its policies.” 
This is quite a different matter 
from the statements contained in 
your former letter, though it still 
leaves open the question what this 
period to which you now refer may 
ae 











Yours very truly, 
H. Parker WILLIs. 
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The Safest Way to Get 
A Good Interest Rate 





Tu E average investor often fails to employ his 
funds to the best advantage because he falls into one 
or the other of two errors— 


N 


Either he is tempted by the speculative 
promise of a high return, or 


. He leans backward, and accepts a lower 


interest rate than is necessary for safety. 


Shrewder investors realize that a very high interest 
rate is always a danger signal, and they also realize 
that securities paying the lowest interest rates are too 
expensive a purchase because the low rate is deter- 
mined by a variety of factors, such as a daily market 
quotation, etc., which are of small importance to the 
average investor. 


Safety can be assured in company with a good inter- 
est rate, as is proved by the long record of safety of 
Straus Bonds—41 years without loss to any investor. 
These bonds pay 6%. Investigate them. Write today 


for 


BOOKLET D-859 


S.W. STRAUS & CO. 


ESTABLISHED 1882 


Straus BuILpING 
565 Fifth Ave., at 46th St. 
New Yorx 


41 Years Without Loss to Any Investor 


OFFICES IN PORTY CITIES INCOR PORATED 


Straus BurLpInc 
6 No. Clark St., at Madison St. 
CHICAGO 


© 1923—S. W. S. & Co. 
































































WHITEHOUSE & CoO. 


BROOKLYN, 186 Remsen Stree: 


Established 1828 


Stock and Bond 
Accounts Carried 


111 BROADWAY, NEW YORK 


Members New York Stock Exchange 


BALTIMORE, Keyser Building 
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10,800,000 
Cash Customers 


paid more than one billion dol- 
lars in 1922 for electric light and 
power. 


The tremendous growth of this 
industry has continued with re- 
markable persistence through pe- 
riods of general depression, and 
its future is definitely assured for 
many years to come. 


The securities of well-established 
and advantageously located elec- 
tric light and power companies 
offer maximum safety, attractive 
yield and steady income. 


We offer a choice selection of these 
desirable issues on our convenient 
partial payment plan if desired. 
Send for copy of our 
“BOND TOPICS” describ- 
ing current offerings. 


ASK FOR MG-200 


Cts 














Cities Service Co. 
PREFERRED STOCK 


An income of $50 a 
month may now be 
obtained by investing 
about $7,000 in this 
exceptionally sound 
security. 


Net earnings of Cities 
Service Co. for February 
were the largest in the 
last 25 months. Preferred 
Stock dividends were 
earned 2% times in the 
year ended February 28, 
1923. 


Send for Circular P-18 


CITIES SERVICE COMPANY 


NEW YORK 
PRINCIPAL CITIES 











UNLISTED UTILITY BOND INDEX 


POWER COMPANIES 
Asked Price 

Adirondack P. & Light Ist. & Ref. 6s, 1950. ...... ccc cc cecccccccces B 
Adirondack Electric Power Ist 5s, 1962 
ee Yh, SP , GE. 0 vc cavesecesconsescescemecose coe A 
Appalachian Power Co. Ist 5s, 1941 
Calif.-Oregon Power Co. Ist & Ref. 7%s Series A, 1941 
Central Maine Power Co. Ist & Gen. Mtge. 7s Series A, 1941 
Central Maine Power Co. Ist 5s, 1949 
Central Georgia Power Co. Ist 5s, 1938 
Columbus Power Co. (Georgia) Ist 5s, 1936............ ecvececooces 7 
Colorado Power Co. Ist 5s, 1953 oe 
Consumers Power Co. (Michigan) Ist 5s, 1936 
Electric Development of Ontario Ist 5s, 1933............ eocceecs ee A... 
Great Northern Power Co. Ist 5s, 1935 - 


Great Western Power Co. 5s, 1946 

Hydraulic Power Co. 1st & Imp. 5s, 1951...... ennecterdeseeoesse te A. 
Idaho Power Co. 5s, 1947 ee 
Laurentide Power Co. Ist 5s, 1946....... cccccccesoocccococecocees ica 
Madison River Power Co. Ist 5s, 1935....... ecccece Cocceccocccccces A.. 
Mississippi River Power Co. Ist 5s, 1951 ° = 
Niagara Falls Power Co. Ist & Cons. Mtge. 6s, 1950.........0.e000 Bi 
Ohio Power Co. Ist & Ref. 7s, 1951. ..........cecccses qoccccoceces B.. 
Penn.-Ohio Power & Light Notes 8s, 1930 - 
Potomac Electric Power Gen. 6s, 1923..... 

Puget Sound Power Co. Ist 5s, 1933....... ° 
Salmon River Power Co. Ist 5s, 1952....... ee coccccecccecoeoccooes oo 
Shawinigan Water & Power Co. Ist 5s, 1984.......csccecceccccsecs A.. 
Southern Sierra Power Co. Ist 6s, 1936......... eccccceee «3 A.. 
Southwest Power & Light Ist 5s, 1943..........see00 


GAS AND ELECTRIC COMPANIES 


Bronx Gas & Electric Co. Ist 5s, 1960...... ecccccccoccesccosoocoes Boo 
Buffalo General Electric Co., Ist 5s, 1989.........e0005 

Canton Electric Co. Ist 5s, 1937 

Cleveland Elec. Illum. Co. 5s, 1939 ne 
Denver Gas & Electric Co. Ist 5s, 1949...... COcccececceccccccececes A.. 
Evansville Gas & Electric Co. Ist 5s, 1932........ Sovccecesceoce ooce Box 
Indianapolis Gas Co. Ist 5s, 1952............ occccccccecccecocecce a. 
Los Angeles Gas & Elec. Gen. 7s, 1931 ee 
Nevada-Calif. Electric Ist 6s, 1946 

Okla. Gas & Electric Ist & Ref. 72s, 1941........- 

Okla. Gas & Electric Ist 5s, 1929 

Rochester Gas & Electric Corp. Series B 7s, 1946 

San Diego Cons. Gas & Electric Ist Mtge. 5s, 1939.........02++ covces 

San Diego Cons. Gas & Electric Ist Mtge. Ref. 6s, 1939 

Standard Gas & Electric Cons. S. F. 6s, 1926 

Okla. Gas & Electric Ist Mtge. 5s, 1929 

Syracuse Gas Co. Ist 5s, 1946 

Twin State Gas & Electric Ref. 5s, 1953 


TRACTION COMPANIES 


American Light & Traction Notes 6s, 1925 . .. *101% 
Bloomington Dec. & Champ. Ry. Co. Ist 5s, 1940 - 74 bid 
Danville, Champ. & Decatur Ist 5s, 1938............ pacionesouneou B.. 102 
Georgia Railway & Power 5s, 1954......... Coecccccccccoccoccceses B.. 838 
Kentucky Traction & Terminal 5s, 1961..... Seccccocccccoecoocecse Ges 74 
Knoxville Railway & Light 5s, 1942 - 
Milwaukee Light, Heat & Traction 5s, 1929 -- 87 
Memphis Street Railway 5s, 1945 79 
Northern Ohio Traction & Light 6s, 1926 97 
Nashville Railway & Light 5s, 1953 93 
Portland Ry. P. & L. ist & Ref. Series A 7%4s, 1946 

Topeka Railway & Light Ref. 5s, 1933..,............ eeccececescces c.. 
Tri-City Railway & Light 5s, 1980......... eeecoeeooonoooosoosncts 6... 
United Light & Rys. 5s, 1982......ccccccccccecees 


TELEPHONE AND TELEGRAPH COMPANIES 


Bell Tel. Co. of Canada Ist 5s, 1925 98% 
Chesapeake & P Tel. Co. (Va.) Ist 5s, 1943.... 95 
Home Tel. & Tel. of Spokane Ist 5s, 1936 94 





Western Tel. & Tel. Collateral Trust 5s, 1932. .......++-- -. 8 


* Without warrants. 


A—High Grade. B—Middle Grade. C—Speculative 


Yield 
5.90 
5.15 
5.70 
6.10 
7.10 
6.60 
5.25 
6.30 
5.30 
5.70 
5.50 
5.50 
5.70 
6.50 
5.65 
5.20 
6.75 
5.40 
5.20 
5.55 
5.65 
6.55 
7.30 
6.00 
6.25 
5.50 
5.10 
6.00 
5.97 
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SOME PRICE RECESSIONS 
AMONG PUBLIC UTILITY 
BONDS 


Comparison With Prices of a Few 

Weeks Ago Shows Declines—Trend 

Should Be Upward Temporarily — 
Government Financing Due 


having been one of the strongest 
spots in a declining bond market, 
ave been more freely offered in the last 
ew weeks. Comparison of prices in the 
ible of unlisted public utility issues 
hows prices off from a fraction.to two 
ints in some instances. The tendency 
» lower levels has at least had the effect 
f slowing down offerings of new issues 
vhich is helping some. Prices are now 
etting back to a level where the good 
ssues should be attractive as providing a 
ield of 6%. <A glance at the accompany- 
ng list will show several first-mortgage 
ssues of good companies which return a 
traight yield of 6% or better. 
General expectation is that for the time 
ing at least, the bond market should 
how an upward tendency. Unlisted utility 
nds will naturally follow the general 
rend. It is pointed out that “window 
iressing” in anticipation of the expected 
rovernment financing for refunding pur- 
oses, due in May, will probably stimulate 
higher prices. 


Biter of public utility companies, 


Danville, Champaign & Decatur 5s 


Rapid advance of Danville, Champaign 
& Decatur 5% bonds of 1938 to above par 
has been one of the features of the un- 
listed public utility bond market. This 
represents an advance of approximately 
twelve points in little more than a month. 
The reason seems to be that there is a 
reneral expectation that bonds are likely 
to be called. 

At present selling price of around 102, 
the yield is less than 5%, but this reflects 
he fact that they are callable on any 
nterest date at two points higher than 
urrent levels. Prior to six weeks ago 
he bonds were comparatively inactive, 
sometimes selling below 90 and the ad- 
ance has been rapid to above par. In- 
terest is payable in May and September. 

As this instance is typical of what can 
ye expected from some companies in the 
uture, a survey of bonds with possibili- 
ties of being called might well be worth 
while. It was pointed out in these col- 
imns several weeks ago that many issues 
aring high rates of interest were sell- 
ng well below call price even though it 
was practically certain that they would 
e called in the near future. 

Even though money rates are becom- 
ng higher, continuation of good earnings 
y public utilities means that they will 
ake early action in retiring 7%, 744% 
ind even 8% notes which were put out 
1 few years ago under stress of abnor- 
nally high money rates. 

Even granting that the bond market 
generally, after the upward spurt expect- 
ed, may go to lower levels under the in- 
fluence of higher money rates, there can 
be no doubt that, taking a long-range 
viewpoint, current yields on good issues 
a few years hence will appear attractive. 


for APRIL 14, 1923 














Power & Light 


Securities 


HE United States is known as the leader 

in electrical development, and upon 
the continuing development of existing 
plants depends in great measure the Nation's 
ability to maintain its commercial and 
financial supremacy. 


Approximately 2,000,000 thrifty Ameri- 
cans have foreseen the great future of the 
electric light and power industry; they have 
realized that this industry must grow and 
have invested their savings in securities of 
Companies supplying electric light and 
power. 


Our selected list of Power and Light Securities 
will be forwarded upon request. 


Eastman, Dillon & Co. 


Members New York Stock Exchange 
843 Land Title Bldg. 


Philadelphia 
Tele. Spruce 9570 


71 Broadway 
New York 


Bowling Green 7470 




















Coffee 
Sugar Oil 


Orders executed for Cash or Gonservative Margin 
PRIVATE WIRES THROUGHOUT THE SOUTH 


FENNER & BEANE 


Members of 
New York Coffee & Sugar Exchange 
Louisiana Sugar & Riee Exchange 


Associate Membore of 
Liverpool Cotton Exchange 
NEW ORLEANS: 818 Gravier St. 


[ Stocks 


Bonds 
Cotton i 





New York Stock Exchange 
New York Joien Exchange 


NEW YORK: 27 William St. 






































TOBEY & KIRK 


BONDS 


In judging securities, the 
past record of a company 
is a good criterion of the 
future. We recommend for 
investment the bonds and 
stocks of sound companies 
which have demonstrated 
their stability and earning 
power. 


List of current offerings 
on request. 





Members New York Stock 
Exchange 


Founded 1873 


25 Broad St., New York = 
208 So. La Salle St., Chicago | 











Individual Analysis 
of 20 Listed Stocks 


SuTro & KIMBLEY 








A 40-Page Booklet 


containing 


Seven securities selected 
because of their high fac- 
tor of safety and attrac- 
tive prospects. 


Kennecott Copper 
Texas Company 
Pennsylvania 
Packard Motor 
Hudson Motor 
Elec. Stor. Battery 
Com. Tab. Recording 


Thirteen other stocks 
whose analyses indicate 
that favorable exchanges 
may be made to other 
securities. 


Write for free copy 


Members New York Stock Eachange 
Sixty-six Broadway 
New York 



























































IMPORTANT ISSUES 
Quotations as of Recent Date* 


American Type Founders (6) 75 — 78 New Jersey Zinc (8P):..... 179 —18 
|; |x: , Sera 99 —102 Niles-Bement-Pond .......... 44 — +4 
Atlas Portland Cement (4)... 68 — 74 ee eee 87 — 9. 
Babcock & Wilcox (7)...... 111 —113  Phelps-Dodge Corp’n (4).... 180 —19 
ae: | ne .. 117 —119 Royal Baking Powder (8)... 130 —13 
i, SS a ee 102 —104 , eee 98 —10) 
ae a: 5 ee 102 —104 Safety Car H. & L. (6)...... 8 — & 
eo Ge SS eee G2 =~ 9 Sepals Sel .ocscccccsss 55 — 6 
OR Wc co wwcaewcawan 141 —143 . i eee 81 —8 
ig. Eee: 109 —111 Singer Mfg. Co. (7)......... 114 —117 
Congoleum Co., Ist pfd. (7).. 96 -— 98 Thompson Starrett (4)...... 75 —8& 
Congoleum, com. (8)..... _. 170 —175 Victor Talking Mach. (8)... 168 —17 
Crocker Wheeler (2)........ 50 — 58 Ward Baking Co. (8)........ 125 —13 
. -. ar 90 —97 Yale & Towne (4).......... @o — 6! 
Curtios Aare & M....0..0ss< 8s — 9 


Pid 35 38 *Dividend Rates in Dollars Per Shar 
Jos. Dixon Crucible (8)..... 137 —143 Designated in Parenthesis. 
Gillette Safety Razor (12P).+280 —290  ‘tListed on N. Y. Curb Exchange. 
Ingersoll Rand (8).......... 120 —127 P—Plus Extras. 





Borden Earns $21.90 per Share 


HE report of the Borden Company for the year to December 31, 1922, has been 
filed and compares with previous years as shown in the following: 


INCOME ACCOUNT 
(In Thousands) 














1919 1920 1921 1922 
ee pee ee es (étimcsiceeane: See $120,294 $99,880 $92,059 
| Tree 5,299 3,503 3,367 5,810 
ES RE ene re 290 504 346 kai 
ES NS PD oc cn ccconciinevccencecss 724 144 96 636 

so ee eens anes entenas $4,285 $2,819 $2,925 $5,174 
I SIN, 5 ov vnc ceteeeeecsaseqeeeecece 479 479 479 485 
SE, TEs occ ccccccccdecvcamesecessese 1,709 1,709 1,709 1,709 
DE ci ic ced ncdaemenniteieneneeneewaten $2,096 $630 $736 $2,979 
Pee Gee 2 oc cccvccccscccecsccescesecccss 5,191 6,856 6,605 5,721 
EO TET ETO TT $7,287 $7,486 $7,341 $8,700 
Loss on Property & Securities Sold.............-- wan 276 113 . 151 
Repeated ..ccccscccccccccccccevcveccsseccece 431 606 1,507 731 
ae ie SI, 50686000 nna xecedtenecenesdenese $6,856 $6,605 $5,721 $7,818 


* After expenses, Gogscciadion, property taxes, etc., and including other income. 
t+ Includes Bordens Co. 6% preferred ($450,000), and Borden Farm Products, Inc., 7% 
lst preferred ($35,330). 


BALANCE SHEET 
(In Thousands) 




















ASSETS: 1919 1920 1921 1922 
I os boi eenemnnawbaun aes $21,962 $24,441 $25,914 $26,519 
rR ee 2,187 3,034 2,716 4,606 
DE. oncncneseses npaidiimnin ans aaadee 8,110 6,446 4,797 4,540 
Marketable Securities. ....... 2... sees eeeeeee 907 901 1,268 776 
ss ann duced basaeeaneewke 7,969 10,443 4,211 2,832 
caw BOORTEE. cc cccc  coccccccces cocccceeece 6,497 8,729 5,403 4,955 

one 6,512 6,507 6,507 6,514 

434 182 155 

5,960 5,947 5,944 5,943 

TE ono 000 6000s6oseeceoeseceessconces $60,537 $66,851 $56,942 $56,839 

LIABILITIES: 

No vc ccdcacewennsscndecesseuneves $257 $383 $1651 $135 
Pur. Money Notes ove 801 400 200 sees 
Notes Payable. .... 2,963 12,750 4,435 
Accounts Payable. . ) sentuabes 5,630 3,801 4,064 4,996 
TE OR csncecne 2,024 1,414 1,891 2,014 
Deferred Liabilities 283 72 124 192 
Praferwed Beeeks. 2. ccc cwcccccccccccscceccsce 7,500 7,500 7,500 7,500 
commen 7ST 21,368 21,368 21,368 21,368 
@ nae Preferred... .cccceccesscccce 418 418 418 ean 
ssbb Seeedeskeodnews tGhenresresenes 12,438 12,141 11,570 12,816 
on oy caked ene beleine inane emnrentireein aie 6,856 6,605 5,721 7,818 
GE, oc cdcwcgwetnsceek shied ceeniesesees $60,537 $66,851 $56,942 $56,839 


This above statement bears out the ex- to $21.94 a share, or nearly double earn- 
pectations expressed in this Department in ings scored in the previous year of $11.44 
previous issues. Earnings on the common a share. 
stock, after preferred dividends, amounted The outstanding feature of the Borden 
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report is the company’s success in greatly 
icreasing ,its net operating profits despite 
i considerable reduction in its gross re- 
eipts. Borden’s gross, as the table shows, 
vas only 92 millions of dollars, or some 
8 millions less than in the previous year, 
et its net operating profits expanded 
rom $3,367,000 to over $5,800,000. The 
xplanation of this remarkable paring 
lown of operating expenses is said to lie 
n the generally increased efficiency of the 
yusiness; that is to say, Borden’s com- 
yaratively small expenses were not at- 
ained through sharp reductions in any 
me department but were, rather, spread 
ver the entire organization. This, of 
‘ourse, speaks volumes for the manage- 
nent. 

Another feature of the report was the 
complete erasure of bank loans. In 1920, 
is will be noted, Borden had outstanding 
a total of $13,150,000 notes payable; by 
the close of 1921, this total had been re- 
duced to $4,634,719; and at the close of 
last year the item was erased entirely. 

Borden’s results in 1922 would ap- 
parently fully bear out the views fre- 
quently offered here as to the investment 
qualifications of the company’s common 
stock. The company has added another 
chapter to its quarter-century record of 
substantial earnings; it stands today with 
practically nothing ahead of the common 
shares, barring an issue of $7,500,000 
preferred (which it would not be sur- 
prising to see the directors retire in the 
not distant future); its financial position, 
in respect of current obligations, was never 
stronger than it is now, with working 
capital standing at 10.7 millions (as 
against 9.6 millions at the close of 1921), 
cash at 4.6 millions, the highest point in 
over four years, current assets exceeding 
liabilities by some 153%, and bank loans 
completely eradicated. 

The company’s outlook seems secure, 
ind it would not surprise those in touch 
with its affairs if the 1923 results should 
be even better than those of last year. 
The company completed its big New York 
office building in 1922, and will feel the 
benefits of this accommodation in the year 
ahead; also some of its newer departments 
should increase their contributions to its 
earning power. 

At the present price of 118, to yield 
about 6.70% on the investment, Borden 
common appears to be about as secure an 
industrial common stock as could be 
found. 


CURTISS AEROPLANE 


N the last issue, this Department pub- 
lished an analysis of the reorganiza- 
tion plan of the Curtiss Aeroplane Co. 
Since that time, the Department has been 
advised, by what it believes to be reliable 
authorities, that the company’s two big 
plants at Buffalo and Long Island are 
working at close to capacity, with the out- 
look pointing to earnings at a rate to 
cover the anticipated dividend rate on the 
new preferred stock several times over. 
The aeroplane industry, which derived 
its greatest impetus from the war, is asso- 
ciated in the public mind largely with war- 
time demands. That a peace-time business 
of large proportions should develop in 
this industry is not a prospect which many 
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laymen would consider likely. Neverthe- 
less, just such a business seems to be 
cropping up, and value-hunters familiar 
with the speculative possibilities offered 
by the two leading aeronautical companies 
in this country are watching this develop- 
ment with keen interest. 

An earnings statement from the Curtiss 
Co. is expected before much longer and 
will enable the analysts to put a closer 
interpretation on the company’s scope and 
resources. Meanwhile, it seems justifiable 
to again suggest investigation of the com- 
pany’s securities as speculative mediums 
of very real possibilities. 


STATEMENT OF THE OWNERSHIP, 
MANAGEMENT, CIRCULATION, ETC., RE- 
QUIRED BY THE ACT OF CONGRESS OF 
AUGUST 24, 1912, 


Of The Magazine of Wall Street, published 
every other week at New York, N. Y., for April 
1, 1923. 


State of New York 
County of New York, 


Before me, a Notary Public in and for the 
State and county aforesaid, personally appeared 
W. Budd, who, having been duly sworn 
according to law, deposes and says that he is 
the Business Manager of The Magazine of Wall 
Street, and that the following is, to the best of 
his knowledge and belief, a true statement of 
the ownership, management (and if a daily paper, 
the circulation), etc., of the aforesaid publication 
for the date shown in the above caption, required 
by the Act of August 24, 1912, embodied in sec- 
tion 443, bosedl Lowe and Regulations, printed 
on the reverse of this form, to wit: 

1. That the names and addresses of the pub- 
lisher, editor, managing editor, and business 
managers are: 

Publisher, The Ticker Publishing Company, 42 
Broadway, New York City; Editor, Richard D. 
Wyckoff, 42 Broadway, New York City; Man- 
aging Editor, E. D. King, 42 Broadway, New 
York City; Business Manager, R. W. Budd, 42 
Broadway, New York City. 

2. That the owners are: (Give names and ad- 
dresses of individual owners, or, if a corporation 
give its name and the names and addresses of 
stockholders owning or holding 1 per cent or 
more of the total amount of stock.) 

Ticker Publishing Company, 42 Broadway, 
New York City. 

Richard D. Wyckoff, 42 Broadway, New York 

ity. 

a G. Wyckoff, 42 Broadway, New York 
ity. 

3. That the known bondholders, mortgagees, 
and other security holders owning or holding 1 
per cent or more of total amount of bonds, mort- 
gages, or other securities are: (If there are none, 
so state.) 

None. 

4. That the two paragraphs next above, giving 
the names of the owners, stockholders, and secur- 
ity holders, if any, contain not only the list of 
stockholders and security holders as they appear 
upon the books of the company, but also, in cases 
where the stockholder or security holder appears 
upon the books of the company as trustee or in 
any other fiduciary relation, the name of the 
person or corporation for whom such trustee is 
acting, is given; also that the said two paragraphs 
contain statements embracing affiant’s full kaow!l- 
edge and belief as to the circumstances and cen- 
ditions under which stockholders and security 
holders who do not appear upon the books of the 
company as trustees, hold stock and securities in 
a capacity other than that of a bona fide owner, 
and this affiant has no reason to believe that any 
other person, association, or corporation has any 
interest, direct or indirect, in the said stock, 
bonds, or other securities than as so stated by him. 

5. That the average number of copies of each 
issue of this publication sold or distributed, 
through the mails or otherwise, to paid sub- 
scribers during the six months preceding the date 





shown above is . €This information is re- 
quired from daily publications only.) 
R. W. Budd, 


Business Manager. 


Sworn to and subscribed before me this 17th 
day of March, 1923. 
(Seal) John J. Janes, 
Notary Public. 
New York County, N. Y. 
My commission expires March 31st, 1924. 


Established 1856 


H. HENTZ & CO. 


Commission Merchants and Brokers 








22 William St., 
New York 











COTTON 


Exchange 


55 Congress St., 
Boston 


Orders executed for future de- 
livery on the following Exchanges 


of which we are members: 


On the New York and Liver- 
pool Cotton Exchanges 


COFFEE & SUGAR 


On the New York Coffee and 
Sugar Exchange, Inc. 


COTTON SEED OIL 
On the New York Produce 


GRAINS & PROVISIONS 
On the Chicago Board of Trade 


STOCKS & BONDS 
On the N. Y. Stock Exchange 











be listed on 


60 Broadway 
New York 


A sound preferred stock—to 
the New York 
Stock Exchange — pays divi- 
dends monthly and returns al- 
744% on your invest- 





The business is an es- 


represents 
oh t 


sential one, and stable earn- 
ings are assured. 
company is earning at the rate 
of $35 a share yearly where 
only $7 is needed. Any num- 
ber of shares 
chased outright or on our 


SYSTEMATIC 
SAVINGS PLAN 


By this method you pay 25% 
down and the balance in in- 
stallments arranged to 
your convenience. 
dends are credited to your ac- 
Other | stocks 
bonds may also be purchased 
under the same plan. 
sent to interested 
vestors on request. 


Ask for M. W. 76 


McClelland, Claggett Co. 


35 Congress St. 
Boston 


Today the 


may be pur- 


suit 


All divi- 


and 


Full de- 


in- 


NOTE—Former advertisements were run un- 
der the name of HK. 4. MecUielland « Co. 
new organization 
growth made possible 
number of satisfied clients. 
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First Mortgage Bond 
To Yield 7% 


SECURITY: 
First (closed) mort- 
gage on plants, coal, 
timber and clay sands. 


NET ASSETS: 
Over $4,000 for each 
$1,000 bond. 


EARNINGS: 
8 years’ average; 3.71 
times interest require- 
ments. 


BUSINESS: 
Diversified production, 
wide distribution, con- 
tinuous management. 


MATURITY: 
From 4 to 18 years. 


Circular describing the first mortgage 
gold bonds of the Miner-Edgar Company 
sent upon request. 


Ralph W. Voorhees & Co. 


Incorporated 


115 Broudway New York 


Municipal Bonds | 














For Income 
and for Profit 


Investment 
Securities 





Write for particulars mentioning 
The Magazine of Wall Street 


[)UNHAM « COMPANY 


Investment 
Securities 


43 Exchange Place : New York 
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Oregon ° 
North Carolina 
Beaumont, Texas 


Beaumont Texas ... 
West Virginia 
Tennessee 

M Oregon 
Kansas City Sch. Dist 
Kansas City Sch. Dist 
Scarsdale, N. Y 

M jersey City, 
tate of 
Mississippi 
Charleston, S. C 
Charleston, S. 
Chautauqua Co., N. Y.. 
New Jersey ; 
Omaha, Neb.... 
Seattle, Wash... 
Providence, R. I 
Radford, 
Cleveland, Ohio 

400M Boston, Mass. Tax Ex. in Mass 

Fort Worth, Texas 
South Dakota 
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Los Angeles 
Detroit, Mich.. 
Boston, Mass... 


Indianapolis, Ind 
3M California 


Cambridge, Mass 
Yonkers, N. Y 
Nassau Co., N. Y 
Monroe Co., N. Y 
New York City 
New York State 
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HIGHER GRADE MUNICIPALS 


N—Legal for Savings Banks in New York State. 


Approximate 
Maturity Yield 
A & O 1933-35 
Jan. 1960-61 


May 1924 
1962/42 
1957/37 
April 1928 
1953/38 

Dec. 15, 1941 
Jan. 1943 
1953 & 1962 
Jan. 1953 
August 1928 
1960-1961 
1934-1949 
June 1932 
Jan. 15, 1941 
Jan. 1962 
Dec. 1926 
Jan. 1926 
Jan. 1947-51 
April 15, 1943 
July 1929 
July 1943-60 
Jan. 1927 
July 3, 1930 
ed 1941 
une 1944 
July 1937 
1945 


SSSSOHH WH ADD BROM 
TARA SSSONONSR SSS SOoSE 


PP PPP PPP P LAPEER PEE RROD De wD 


238 


arch 1967 














HE Municipal Bond market during 
the fortnight was fairly active and, 
with the exception of New York 
City issues, prices ruled generally firm. 
As this market is largely ruled by the law 
of supply and demand, the firmness was 
not surprising, since new offerings of 
Municipals in recent weeks have been, 
comparatively speaking, at very low ebb. 
Thus, in the month of March, 1922, a total 
of approximately $126,000,000 long-term 
Municipals was issued and sold; in the 
same period of 1923, only about $69,000,- 
000 long-term issues were forthcoming; 
and in March, 1922, over $65,000,000 short- 
term issues were sold, whereas in March, 
1923, the total reduced to about $7,000,000. 
Current financing shows no signs of 
any large increase. The total of such 
financing during the week previous to this 
writing was only about $10,000,000, which 
is small by comparison. 


Weakness in New York City Issues 


The development of considerable weak- 
ness in the bonds of the City of New York 
was the outstanding feature of the mar- 
ket. The New York bonds were selling, 
three months ago, on an approximate 
average yield basis of 4.13%. Today, City 
bonds can be bought on a 4.20% basis. 
To make the comparison more specific, it 


may be noted that, whereas 45 million 
N. Y. City 434s were retailed a year ago 
on a 4.06% basis, these same bonds now 
offer a yield of 4.19%. 

The weakness in the New York City 
issues was attributed to various causes, 
but particularly to (1), unsettled confi- 
dence, due to the apparent tendency to- 
ward wastefulness on the part of the 
administration, despite the municipality’s 
already bulky debt of some 1% billions 
of dollars; and (2) rumors that an addi- 
tional bond issue is impending. 

So far as the first argument is con- 
cerned, the point is made in one quarter 
that, while any further extravagance or 
waste of public funds on the part of the 
City administration would be sincerely 
regretted, nevertheless there is no rea- 
son to conclude that such a prospect need 
injure the status of outstanding bond 
issues. These bonds, it is held, have a 
secure foundation in the enforceability 
of their claim upon the tax-raising pow- 
ers of the municipality and, as the house 
of Remick, Hodges & Co. has pointed out 
in a very timely study of municipal bonds, 
a laxity in municipal financing and 
other abuses, prevalent and objectionable 
as they are, concern the taxpayer rather 
than the investment bondholder.” 


In respect of the rumor that a new City 
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be most unexpected. 


Lumping the arguments pro and con, 
the conclusion is held in good quarters 
that, at their present reduced levels, New 
York City bonds offer a very attractive 
medium for investment. It is noted that, 
against the 4.20% (appx.) yield of this 
City’s bonds, County of Westchester’s 
offer only 3.90%, Buffalo and Yonkers 
issues offer only 3.90% and 3.95%, respec- 
(short 
offer only 4.00%; it is further noted that, 
only in small villages or other compara- 
tively restricted communities 
through the state, yields will be found to 
compare with that offered by City bonds 


tively, while Saratoga’s 


today. 


bond issue is impending, those who have 
kept in close touch with the situation con- 
tend that, in view of the statement made 
by a responsible officer one year ago to 
the effect that no more long-term financ- 
ing would be done for two years, the flo- 
tation of a new issue at this time would 
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IMPORTANT DIVIDEND 
ANNOUNCEMENTS 











Am’t Stock Pay 
Ann. Rate Declared Record able 
8% Alliance Realty..... 2% Q 4-10 
$5 Amer Can com..... $1.25 Q 4-30 
7% Amer Can com..... 1M% Q 46 
6% Amer Ice pfd.......1%% Q 4 6 
10% Amer La F Eng.2%% QO 5-1 5-15 
3% Amer Shipbldg com. 2% § 414 51 
$3 Amer Stl Found com 75e -2 414 
— Amer Stores (stk)... 700% — 5-28 6-15 
$9 Amer Tel & Tel.... $2.25 5 6-20 7-16 
4% Amer W Wks par pf 1% 5-1 5-15 
7% Amer W Wks Ist pf 14% 5-1 5-15 
7% Amer Woolen com.. 14% 3-16 4-16 
4% Assoc Drygoods com $1.00 4-14 5-1 
6% Assoc Drygds Ist pf$1.50 QO 5-5 61 
7% Assoc Drygds 2nd pf oy 7% O 5&5 61 
$6 Associated Oil...... ¥ ” 3-19 4-25 
$7 Atlantic Ref eid 4-16 5-1 
7% British Emp Stl pid. 3K % 7% Q 413 5-1 
6% Central Coal & C com 1%% 8 331 4-15 
5% Central C & C pfd.. 14% To 3-31 4-15 
5% Chicago Pneu Tool.. $1.25 Q 4-14 4-25 
2% Colorado Power com ee “) 8 3-31 4-16 
8% Commonw’th Edison 2% 4-14 5-1 
$6 Corn Pdts Ref com.. $1.50 8 4-3 4-20 
$7 Corn Pdts Ref pfd.. $1.75 4-3 414 
12% Del Lack & Western 3% 4-7 4-20 
10% Del Lack & W Coal2%% QO 3-23 4-16 
8% Detroit Edison...... 2% 3-20 4-16 
6% Dominion Stl pid.. ‘ 1%% 416 5-1 
6% DuPont Powder com 14% 4-20 5-1 
6% DuPont de N deben..1%4% QO 4-10 4-25 
8% Famous P L pid... 2% QO 416 5-1 
— Fifth Avenue Bus.. 16c O 5-1 5-15 
6% Firest'e T & R 6% pf 134% O 41 415 
— Gillette SR wed — 51 641 
$8 Indiana P Line. * $2.00 Q 4-17 5-15 
$6 Intern Paper pid.. $1.50 a 4-9 4-2¢ 
$4 Jones B Tea com. ° $1. 00 O 4-2 416 
4% Kansas C South pid 1% 3-31 4-16 
$4 Kauffman D Sts com $1.00 4-20 5-1 
$7 Macy & Co RH pid14%% 4-14 5-1 
$5 Natl Fuel Gas...... $1.25 QO 331 4-16 
8% New Jersey Zinc.... 2% 3 4-30 5-10 
$5 Northern Pacific.... : $1 “25 3-16 5-1 
$8 Northern S Pwr com $2.00 Q 3-31 5-1 
$8 Otis Elevator com. . $2.00 ‘. 8-31 5-16 
$6 Otis —3 7" e-- $1.50 O 3-31 5-16 
$8 Pan-Amer P & - $2.00 3-31 4-20 
$8 Pan-Am od com $2.00 3-31 4-2 
$6 People’s Gas L & C $1.50 4-3 4-17 
$3 Phila Co com...... 75c > 42 4-30 
6% Pitts & W Va pid... 1%% 5-19 5-31 
6% Pitts Coal pfd..:...1K%% 4-9 4-25 
7% Schaffer O & R pfd.. 14% 3-31 4-25 
5% Southern Rail pfd.. 24% SA 3-29 4-20 
$1 Tenn Cop & Chem. QO 3-30 4-26 
$2 Transue & Williams 5Oc 45 4-15 
$6 Union Bag & Paper. $1.50 4-6 4-16 
7% United Dyewood pid 14% 6-15 7-2 
$8 United Fruit....... $2.00 3-20 4-14 
6% United Gas Imp com 14% 3-31 4-14 
7% United Gas Imp pid 14% 5-31 615 
5% United Lt & Rys com 14% 4.16 5-1 
— United Lt & Ryscom %% — 4-16 5-1 
—U S Tobacco (stk)20% — 3-19 4-16 
7% Vulcan Det pfd....1%% 4-12 4-20 
7% Vulcan Det pid A. -14% 4-12 4-20 
6% Western Power fd. 14% 3-31 4-16 
7% Western Union Tel. 14% 3-24 4-16 
$4 Yellow Cab........33%c mo 420 5-1 
$6 Yellow Cab Mig... 50c mo 4-20 5-1 
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U. S. Municipal Bonds 


Income Tax Free 


Yielding 4.25% to 5.25% 


Canadian Municipal Bonds 
Government, Provincial, and City Obligations 
Principal and Interest Payable in Gold in New York 


Yielding 5.25% to 6.00% 







We shall be glad to make specific offerings 


of any of the above issues on request. 


Gordon o, L& 7 





89 LIBERTY STREET Ss 
NEW YORK 
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[= undersigned have this day formed a co- 


partnership under the firm name of 


TAMELING, KEEN & Co. 


MEMBERS 


New Yerk Stock Exchange 
New York Coffee and Sugar Exchange 


Seven Wall Street, New York 
(Second Floor) 
Telephone Whitehall gs500 


to transact a general commission brokerage busi- 


ness in Stocks, Bonds, Cotton, Sugar, 
Coffee and Grains 


Gerard P, Tameling 
Member New York Stock Exchange 


N. Nelson Keen 


Arthur W. Rinke 
Special Partner 


Dated April and, 1923. 






































Ask for No. MG 


Send for our booklet describ- 
ing the value of this plan. 


Listed Securities 


can be converted into cash at a 
moment’s notice—an important 
consideration for the investor. 


Odd Lot orders make them available to 
investors of moderate means. 


We have a special department for Odd 
Lots of any listed securities. 


New York 


Six convenient offices in the metropolitan district 


(HiSHOLM @ (HAPMAN 


Members New York Stock Exchange 
52 Broadway 


Bowling Green 
6500 




















SCHOOL FOR TRADERS 
& INVESTORS 
(Continued from page 1102) 











600 shares stocks owned, plus $10,600 
worth bonds which combined cost $46,- 
615.63; this sum, on Oct. 1, 1922, was 
yielding $3,755.69 annual income, or 8% 
on the investment. Of this capital sum 
the $10,600 bonds were yielding $618.46 
per annum, or 7.1% on cost, while the 
stocks yielded $3,137.23 or 8.3% on cost. 
Since December 1922, the stocks in which 
the largest commitments were made, to 
wit, Mexican Petroleum, Pan-American, 
Electric Storage Battery and Pacific Gas 
& Electric, have each increased their re- 
spective dividend rates, besides paying 
some stock dividends, hence my income 
from stocks has increased considerably. 
These particular stocks were selected 
originally as having such possibilities. The 
sound dividend paying rails have always 
been treated as the back-log of the invest- 
ment list, and these stocks, once bought, 
have seldom been disturbed. The con- 
tinued drooping of even the best invest- 
ment stocks in 1920 caused some switching 
to short-term industrial notes; these 
switches have all done well, and some 
notes are still retained. Dividend checks 
and interest coupons are put straight into 
a savings bank, and later are diverted into 
classes of investment other than stocks 
and bonds, in order to build up general 
property assets. In disposing of income 
received the ideal is not to spend dividend 


money for ordinary living or business ex- 
penses, but to make the ordinary income 
from business or profession meet current 
expenses while in good health and good 
standing; by so doing the future should 
take care of itself. 

A few guiding principles in stock and 
bond investments have been these: 

(a) Study fundamental conditions as- 
siduously. 

(b) Avoid tips as such, but use in- 
formation to the uttermost. 

(c) Make full use of graphs both as to 
movements in stocks and bonds, and move- 
ments in commodities. 

(d) Make graphs of your own invest- 
ments, both by classes of industries, and 
averages as a whole, and compare their 
course with standard published graphs, 
such as Dow-Jones and others. 

(e) Seek advice freely from investment 
bureaus and standard financial publica- 
tions, but do your own thinking and act 
on your own judgment, formed as the re- 
sult of information supplied. 

(f) Understand the organization of the 
N. Y. Stock Exchange, its purposes and 
manner of conducting business. 

(g) In investing, as in making a jour- 
ney, be sure to travel on express trains in 
steel-coaches, and avoid the excursion 
trains with their cheap wood-coaches; for, 
when wrecks occur, as they do on the best 
of regulated roads, the steel-coach will roll 
over but will seldom kill a man, whereas 
a wreck in a wood-coach invariably results 
in a holocaust. 

All of which means, buy only sound 
securities, and stick to the “dividenders” 


as a class, for when depressions come, as 
they always will, your sound securities will 
go down less than the nondescript class, 
will give you meal tickets, will stand out 
through the mists to cheer you, and when 
the tide turns, they will go as high if not 
higher than the purely speculative. 

As to what constitutes a “sound” se- 
curity there is not much question; the 
leading authorities backed by one’s own 
judgment can safely be taken as guides in 
making selections. 


As Mr. Carson has himself said, no ex- 
tended comment is called for in analyzing 
his investment and trading record over the 
period covered. He has attacked the busi- 
ness of investing funds profitably from 
the standpoint of the practical student, and 
not from that of either the visionary 
theorist or the thoughtless chance-taker ; 
he has applied himself to an analysis of 
his results, both good and bad, thereby 
bulwarking himself against future losses 
and increasing his profit-securing ability; 
and he has tabulated the whole campaign 
in such a way as to produce a most valu- 
able reference work, both for his own use 
and for the use of other students of trad- 
ing and investment science. 

We note one apparent discrepancy in 
his tabulation which may be worth dis- 
cussing: That is, the somewhat doubtful 
judgment exhibited in respect of the 
Bonds and Notes chosen for permanent 
holding. As a professional man, active in 
his chosen work, with an ample business 
income, Mr. Carson is eminently justified 
in assuming a fair proportion of risk in 
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his basic holdings, for the sake of the 
greater income thereby obtainable. At the 
same time, one so active in security deal- 
ings as he might, we should think, well 
confine a greater proportion of his specu- 
lative commitments to his trading account. 
Te be more explicit: Rather than have 
put French Government 8s into the “back- 
log holdings,” or have committed so large 
a proportion of his investment account in 
the securities of the "Frisco, and so on, 
higher grade bonds and greater diversifi- 
cation might have been more in keeping 
with the purposes of his Investment group. 

Glancing over the record of Mr. Car- 
son’s second group of holdings (which, in 
his summary, he groups under the heading 
of “Investment,” solely to distinguish 
them from the group held on brokerage 
account, but which should not be confused 
with the basic investment group, which is 
the first one cited) an interesting subject 
for debate is offered by the great pre- 
ponderance of odd-lot holdings, as op- 
posed to 100-share, or “full-lot” holdings. 

Obviously, Mr. Carson has resorted to 
the purchase of odd-lots in the majority of 
cases in order to permit him to spread his 
available funds over a larger number of 
securities. In other words, he has sought 
diversification, which is rightly recognized 
as a basic principle in investing for profit. 

It is a problem for the School of Traders 
to consider, however, whether the degree 
of diversification so obtained is worth the 
somewhat unwieldy element. This prepon- 
derance of odd-lot holdings fastens on the 
whole commitment. For the sake of (1) 
better execution, in event of decision to 
liquidate; (2) greater facility in keeping 
track of various factors affecting each 
security held, would Mr. Carson not 
strengthen his position by reducing the 
total number of holdings and increasing 
the number of full-lot holdings? In the 
Equipment stocks, the Rail stocks and the 
Oils, it should be possible for him to ac- 
complish this purpose by confining his 
commitments in each group to the one or 
two “best” issues (an undertaking which 


The Magazine attempts to assist in its. 


frequent “Which Is the Best Railroad 
Stock?” “Which Is the Best Equipment 
Stock?” etc., articles); and, while not 
much progress, perhaps, could be made in 
his Miscellaneous stocks, the final result 
would probably be better balance. 

In suggesting that we emphasize the 
value of graphs in our Traders’ School, 
Mr. Carson will find us willingly recep- 
tive. Since the first issue of Volume 1, 
this publication has pointed out, again and 
again, the superior value of graphs, both 
for illustrating a point and for affording a 
vivid comparison, and our use of graphs for 
this purpose has increased through the years. 


(The “School for Traders & Investors,” 
whose purpose is to assist investors in the 
enterprising use of their funds, is now a 
regular feature of THE MAGAZINE oF 
Watt Street. Readers are invited to de- 
scribe their own experiences and the con- 
clusions derived therefrom for the benefit 
of this Department, thus permitting a wide 
interchange of ‘views. Articles should be 
typewritten, if possible, and accompanied 
by such graphic illustrations as are ap- 
propriate to the particular investment sub- 
ject covered.) 
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RESOURCES 
Cash on Hand, in Federal Reserve Bank and Due from 
i es ae ee ew beh ek ee ekeee $91,696,914.62 
U. S. Government Bonds and Certificates. ...... 42,000,998.76 
SEE EE Ee ee eee Ce ee 33,612,080.60 
Other Securities ....... eet Blaha mimes et amok a hea ie 17,131,420.55 
ao fr 338,862,171.63 


2,546,265.00 
2,173,445.73 
34,075,322.84 
8,452,419.41 
13,087,754.48 





$583,638,793.62 











LIABILITIES 
SPT ore rT Tr erer rire ett. ee oe $25,000,000.00 
NS). CAPPS eTeePERTPECIITerir ir 15,000,000.00 
PRETO CTT TCUPCTERTICC COL ee 3,289,429.25 
$43,289,429.25 
ee Eo cent ce antes ones obesedensenes 725,000.00 
Accrued Interest Payable and Reserve for Taxes and 
a PTET TLEC ELT UL 4,922,950.72 
Due for Bachamge Bought... .....cccccccccccccccses 6,019,445.05 
Diiccciiemoous Edabliles 2... ccc cc ccc cccccseccecs 936,935.32 
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ieee Wass Giese. occ ccdccees $25,087,064.34 
Foreign Offices ..........+--- 8,988,258.50 34,075,322.84 
Outstanding Treasurer’s Checks... .... 2... -seeeeees 22,299,542.34 
errr rrr rr Tr rererrr rere irre rr 471,370,168.10 
$583,638,793.62 
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“What I Learned 
About Old Age” 


By BYRAM C. KELLEY 
A. M., LL. B. 


I recently had the most star- 
tling disclosure of my life 
on the subject of approaching 
old age. I am 40 years old 
myself. I had begun to won- 
der if I would soon begin to 
*“‘break’’—to lose my old time 
pep and aggressiveness, my 
stamina and _ resistance 
against diseases, like most 
other men of this age. I 
wondered if I would soon be 
subject to the class of ail- 
ments which seem so preva- 
lent among men past 40. 
Then, through a mutual 
friend, I made the acquaint- 
ance of a certain scientist, a 
member of the American As- 
sociation for the Advancement of Science, who has re- 
cently brought to light most interesting facts about the 
peculiar conditions common to men past middle age. 


Why Many Men Are Old At 40 


I had often wondered why so many men at 40 are de- 
cidedly on the downward path. (You know for your- 
self how some men begin to lose their vigor and alertness 
before they are scarcely out of their 30’s.) Yet others at 
60 and 70 seem to be in the prime of life, keen and active 
in everyday affairs. There must be some reason for this 
difference. And I found out exactly what this reason is. 


65% Have Gland Trouble 


I learned that 65% of all men past a certain middle age 
have a disorder of a little gland called the Prostrate. 
This explains the difference in men of the same age, who 
outwardly do not show signs of any particular sickness, 
but yet present a big difference in bearing and “‘age.”” 
And a disorder of this little gland displays itself in many 
parts of the body, mental as well as p 








Ailments Common Past 
Middle Age 


Here is an important cause for many ailments which here- 
tofore have been simply taken for granted as “‘old age” 
symptoms—sciatica, aches in back, legs and feet, frequent 
nightly risings, nervousness, and irritability, frequent 
dizzy spells indicating high blood pressure, often go along 
with it. And I learned how, by an astonishingly simple 
new method, that these disorders would be eliminated in 
a short time, without drugs or operation—by an amazing 
new treatment that reaches this gland directly—yet is so 
convenient that anyone can apply it in their own home. 


Young At 73 


I read several] letters from men who 
are using this treatment. One that 
particularly drew my attention was 
from a man in Colorado. “73 years 
young is my age,’ he wrote, “‘yet 
for years I suffered with Prostrate 
Gland disord Used dicine to 
no avail. Had about given up hope 
until a doctor recommended your 
treatment.”’ Just think of a man 
73 years old being restored to the 
health and buoyancy of youth. 


10,000 Men Find Relief 


But most surprising of all, I find that 10,000 men have 
already found relief through this amazing discovery. 
Statesmen, bankers, lawyers, doctors in every section of 
the country are using and endorsing the method. And it 
is.within the reach of everyone. There are no drugs, no 
books, no electric rays. 


All Explained in FREE Book 


I think that this discovery is one of the greatest boons 
to mankind. If you are troubled with any of the dis- 
, Orders mentioned, if you have chronic constipation or 
Prostrate trouble, you should learn the facts about it at 
once. A vitally interesting book written by this scientist 
—the book will be sent Free to anyone requesting it, It 
is called “‘Why Men Are Old At 40.” It describes this 
splendid treatment and shows how you may regain much 
of your youthful vigor and be free from certain disorders. 
There is no obligation. But write at once—the edition 
is limited. Simply mail request to The Electro Thermal 
Company, 4421 Main Street, Steubenville, Ohio, the con- 
cern that is distributing these books for the author. 
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achieved. The main sources of supply are 
Russia, India and Brazil, which are so su- 
perior to their competitors that there 
seems little likelihood of displacing them 
in the near future. 

America is, therefore, practically inde- 
pendent of foreign supplies of low-grade 
ore, but is a heavy buyer of high-grade 
ores. In an emergency situation if prices 
were made high enough it is probable that 
sufficient manganese alloy could be pro- 
duced to meet requirements, but at pre- 
war prices only a few per cent could be 
so produced. 


The United States produces 
practically none of this metal, 
averaging only 60-100 tons annually out of 
total requirements of 93,000, or nearly 
70% of the world’s normal production. 
The British Empire controls more than 
50% of the output, and the Dutch some 
16%. Other sources are Siam, China and 
Bolivia. The metal is used for tin plate, 
solder, bearing metals, tubes, dyeing, etc. 

America’s opportunity for independence 
would seem to lie in increasing Bolivian 
tin-concentrate output, which apparently 
can be done without much difficulty. Au- 
thorities do not believe, however, that it 
will be possible to wrest Great Britain’s 
supremacy in this metal away in the near 
future. Siam, China and the Dutch East 
Indies are other territories believed to be 
capable of increasing their output easily. 

This would have to be by way of capi- 
tal investments, as tin ores on American 
soil do not seem sufficient to amount to 
anything even if prices were increased 
enormously. 


PLATINUM This metal finds its chief 

uses in the chemical, elec- 
trical and dental industries, as well as for 
jewelry. The main industries requiring 
platinum are the telephone and telegraph, 
the automobile (for magnetos), and elec- 
trical equipment. 

Before the war Russia produced well 
over 90% of the world’s production, but 
since 1912 output has been decreasing, and 
at the present time is problematical. Some 
6-700 pounds annually are produced in the 
United States, from placer deposits in 
California, Oregon and Washington. Co- 
lombia is the second largest producer in 
the world, but has very little modern 
equipment. It is believed production could 
be greatly stimulated by proper applica- 
tion of capital to this country, as reserves, 
while not accurately known, are believed 
to be high. Canadian production is smaller, 
but not much increase can be expected. 
American capital plays a major réle in 
the platinum output of both the last-named 
countries. 


TIN 


SILK While to a large extent in 
the luxury class, this com- 
modity is still one of the major textiles, 
and has important industrial and military 
uses. The main sources of production are 
China and Japan,,Italy and France, the 


latter being more especially a manufac- 














Investing for 
Vacation 


The careful investor prover- 
bially has ready money.Those 
who buy sound investments 
gO on vacations with con- 
fidence that the money they 
spend will not overburden 
their salary. 

Some of our customers have told us 
that they rely on the interest from the 


First Mortgage Bonds we sell to pay 
vacation expenses. 





We now have available the unsold 
portion of a bond issue yielding 614% 
which was negotiated before interest 
rates were established at a lower level. 


Enjoy your vacation. Start today in- 
vesting for future holidays. Write for 
information now. 


Ask for Booklet N-68 
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MortcacE Co, 


INCORPORATED 
Capital and Surplus Over $3,000,000 
127 No. Dearborn St., Chicago 
345 Madison Ave., New York 


Detroit, Cleveland, Boston, Philadelphia 
and other cities 











COMPOUNDED 
Semi-Annually 


payments or 
tate Security; 
i Send 


9 


on investments in month! 
lump sums; Safety; Real 
Tax Exempt; State Supervision. 
for Details. 


Okmulgee Building & Loan Ass’n 


Okmulgee Oklahoma 




















F. C. ANGER & COMPANY 


Members of Detroit Stock Exchange 
1254 Penobscot Bldg., Detroit, Mich. 
STOCKS BONDS 

Specialists in High Grade Local Securities 
Correspondence invited Phone—Main 7232 














 Salalaialaiaalaialainiaisiniaisinisisininislaiaial-' 


Hmerican Banker 


67 PEARL ST. NEW YORK 
Oldest Banking Journal in America 
$5 a Year 15¢ a Copy 
Fa ae 
THE MAGAZINE OF WALL STREET 


FOI I ok 
eee eee 











FOREIGN TRADE AND 
SECURITIES 


(Continued from page 1140) 











turing nation. Consumption has been in- 
creasing rapidly in recent years, and to 
an increasing extent the production of 
artificial silk has tended to displace the 
natural product. This gives the key to 
independence, in popularizing the artificial 
product while improving its quality, and 
using the natural substance only for par- 
ticularly high-grade goods. 

In view of the high price at which the 
latter sells, and the relatively low cost 
of production of the artificial commodity, 
there would seem to be a great incentive 
to increasing production of. the manufac- 
tured raw silk. This development is al- 
ready going on at great speed, and it will 
not be long before the silk trade will be 
sharply demarcated into two divisions 
according to the origin of the raw ma- 
terials. 


SUGAR The sharp rise in price of 

sugar some months ago 
brought this commodity into great promi- 
nence and investigations are now under 
way to find out what happened, or rather 
what made it happen. Cuba is far and 
away the greatest source of supply, con- 
suming little and exporting much, while 
America helps herself out with the Loui- 
siana cane growths and with beet sugar 
from the Middle aud Fart West. Europe 
normally comes close to satisfying her 
own requirements, but the beet fields suf- 
fered heavily during the war, and have 
not yet come back to full production. As 
a result Europe is in the market for sugar, 
buying heavily, and the relative scarcity 
thus created has its repercussion in the 
price of the commodity. 


Financially America has a great degree 
of control over the sugar situation, and 
because of the proximity of Cuba need 
make no unusual efforts to make her- 
self technically independent of “foreign” 
sources of supply. It is doubtful, how- 
ever, if in an emergency the production 
of the continental United States could be 
greatly increased. 


WOOL Since 1915 the consumption 

of foreign wool in the United 
States has exceeded that of domestic, and 
at the present time the ratio is roughly 
3:2. Large quantities are imported from 
Australia, Argentina and Europe, and the 
quality of the imported wools is in gen- 
eral superior to that of the domestic. The 
change has come about largely through 
the growing preference of the buying pub- 
lic for better-grade clothing, resulting in 
abnormally low prices for low-grade 
wools and abnormally high prices for the 
high-grade wools. It is believed unlikely 
that a significant improvement in the 
quality of domestic breeds can be brought 
about within a short time, so that in the 
event of a failure in the supply of for- 
eign wools the only alternative would be 
a reduction in the quality of the wools 
entering into consumption. Domestic pro- 
duction of low-grade wools could readily 
be increased with higher prices. 


for APRIL 14, 1923 











TRUE VALUE 
Behind MASON Tires 


MASON TIRES 


THE LAST WORD IN 
AUTO TIRE VALUES 


HE MASON TIRE & RUBBER COM- 

PANY, with its three large tire and 
fabric plants and a daily capacity of 
6,000 tires, ranks today as one of the 
most rapidly growing tire manufac- 
turers in the United States. 


Producing tires of the highest quality and sell- 
ing them at “TRUE VALUE?” prices,through 
a distributing organization of 25 branches 
and 4,300 dealers, has created a demand for 
MASON tires which, even with its large 
capacity, the Company is unable to fill. 


We offer a small unsold portion of the 


$2,000,000 First Mortgage 
20-Year Sinking Fund Gold Bonds 


OF THE 


Mason Tire & Rubber Company 


at Par and Interest to Yield 7 Per Cent 


Write for full detailed information 


Hyney, Emerson & Co. 
39 South La Salle Street, Chicago, III. 
MILWAUKEE Phone Randolph 2521 kat AMAZOO 
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A Tested Method of 
Bank Safeguards 


Each Greenebaum First Mortgage Real 
Estate Bond is first approved and recom- 
mended by the Oldest Banking House in 
Chicago. For over two-thirds of a century 
every Greenebaum Bond, principal and in- 
terest, has been promptly paid to investors. 
Our record of— 


68 Years Proven Safely 


is the direct result of our time proven 
tem of definite Bank Safeguards. T is 
method has always brought maximum 
interest with 100% safety. 
When you buy a First Mortgage Real 
Estate Bond there are twelve points to 
look for. You will find a complete ex- 
lanation of these twelve elements in the 
‘Investors’ Guide”. 


Send for Investors’ Guide 


Our Investors’ Guide will show you how to ob- 
tain complete investment satisfaction and serv- 
ice, wherever you my live, no is Fy for the 
asking. Send for it today. Use 


Greenebaum Sons 1 Sons 
Investment_Company 


Ownership identical with Greenebaum Sons Bank 
and Trust Co.—Combined resources $35,000,000 
FOUNDED 18656 


Oldest First Mortgage Banking House 
CORRESPONDENT OFFICES IN 800 CITIES 


~-------Yse This Coupon---------=. 

mes ~*~ Sons Investment Company 

and Madison Streets, Chicago 

Please oro me without charge or obligation 

Investors’ Guide and current list of Greene- 
baum offerings. 
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WHICH STOCKS SHALL I 
BUY NOW? 
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pressing effect on this industry. Curtail- 
ment of production, however, finally rec- 
tified the situation and in 1922 there was 
an excellent demand for this class of 
goods. American Can and Continental 
Can made very large profits in 1922 and, 
based on business done so far this year, 
an equally good showing for 1923 is to 
be anticipated. 

The earning power both these com- 
panies have been able to demonstrate 
makes the stocks look attractive in spite 
of the big advance they have had in mar- 
ket price. However, California Packing 
Company is enjoying a period of activity 
at the present time and the outlook for 
its business is excellent. In view of the 
fact that the stock has had a relatively 
small advance compared with Ameri- 
can Can and Continental Can it would 
appear to offer the best opportunity at 
this time. 

This company has highly efficient man- 
agement and its business has shown re- 
markable growth since its organization 
in 1916. It is constantly developing new 
products and increasing its selling field. 
A large percentage of its profits has been 
put back into the business and as a result 
it is in comfortable financial condition. 
At present price of 81 the stock gives 
a return of 7.4% which is decidedly 
attractive in view of the favorable out- 
look for the company. 


Textile Industry 


Increased demand has brought most 
branches of the textile industry up 
to capacity operations and the out- 
look is for continued good business 
throughout the year. It is true that 
wage increases will have to be met, but 
it is not anticipated there will be much 
difficulty in having increased prices absorb 
the added cost. In this industry, Ameri- 
can Woolen stands in a class by itself. 
It is the dominant factor in its line and 
in the past has shown its ability to turn 
in large profits when conditions are favor- 
able. Total capitalization of the company 
is only eighty million dollars, half com- 
mon and half preferred stock, and its 
working capital alone is in excess of 
seventy millions. 

A fair appraisal of the company’s 
plants brings the asset value of ‘the com- 
mon stock close te $200 a share. Earn- 
ings at the present time are estimated to 
be three times its present dividend rate 
of 7%, and in view of its great finan- 
cial strength the management would be 
entirely justified in increasing this rate or 
declaring a stock dividend. At present 
price of 103 the stock yields 6.8% and, 
in view of the brilliant outlook for the 
company, it appears to be very attrac- 
tive. 


Automobile Industry 


In spite of the enormous output of cars 
in 1922, there has been no let-up in the 
automobile industry. Production of all 








Our New 
Consultation Service 


TRADERS AND INVESTORS 


who do not maintain or have at their 
disposal sufficiently elaborate equip- 
ment to confirm or reverse their judg- 
ment regarding the technical market 
position of stocks listed on the New 
York Stock Exchange are invited to 
avail themselves of our CONSULTA- 
TION SERVICE. 

In the interest of our extensive 
clientele engaged in trading and in- 
vestment, we muintain up - to - the- 
minute facilities which enable us to 
estimate the probable price trend of 
most of the listed stocks with a degree 
of accuracy sufficient to considerably 
reduce the number of mistakes due to 
errors of judgment. The opinion of 
the average layman is likely to be 
based too often on superficial influ- 
ences and untrustworthy news and 
propaganda. 


WE ARE PREPARED 


to render our unbiased opinion re- 
garding the technical position of any 
active listed stock, by stating that we 
believe the client should take a long, 
short, or neutral position, or by 
stating the approximate price at which 
the issues may be bought or sold to 
advantage. 


OUR ADVICE MAY BE OB- 
TAINED 


by mail, telephone or telegraph for a 
nominal fee consistent with the ex- 
pense of maintaining our readiness to 
serve. This fee is $5 for each opinion 
on the technical position of any indi- 
vidual stock listed on the New York 
Stock Exchange. Fees are payable in 
advance. 


ADVANTAGES OF INSURANCE 


The advantages of such a service to 
traders in either round lots or 100 
shares, or odd lots as small as 10 
shares, should be apparent from the 
fact that the advice costs only one- 
twentieth of 1% in the case of a 100- 
share lot. This fee may be properly 
considered as a form of insurance 
against the probability of deliberately 
entering a losing trade, and is a nom- 
inal price to pay for confirmation of 
one’s own position or opinion, or as a 
WARNING AGAINST ILL-ADVISED 
SNAP JUDGMENT. 

Opinions will be rendered upon re- 
ceipt of the fee. A deposit may be 
maintained with us in order to insure 
instant response to requests for ad- 
vice by phone, wire or mail. 


TREND TRADING SERVICE, 
Consultation Dept., 

Suite 538, 42 Broadway, 
New York City. 

I have decided to avail myself of your service 
and from time to time will call on you for opin- 
ions as to the technical position of various stocks 
listed on the New York Stock Exchange. I un- 
derstand that I am to pay $5 for each opinion 
thus rendered. 

Enclosed find $ which please 
credit my account, against which you will charge 
for opinions at the above rate 


Street No..... 
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the leading companies is running well in 






excess of their output last year and as 6s , 
yet there is no sign of falling off in the Growth of Manufacturers 
demand. At the present time, practically 3 99 

all automobile companies are doing well. in the South 





Even the weaker companies have had lit- 
tle difficulty in disposing of their cars. 
_ Naturally this condition of affairs cannot 
be expected to continue indefinitely. Pro- 
duction is bound to catch up with the de- 
mand and exceed it, and when this takes 
place the weaker organizations will find 
the going very bad. In investing in an 
automobile stock, it is best, therefore, to 
consider only the more prominent com- 
panies whose reputations have been defi- 
nitely established and which have the 
strongest dealers handling their products. 
Nash, Studebaker and Packard appear 
to be in the best position and all three 
offer possibilities of further appreciation 
in value. Studebaker, paying ten per 
cent, gives the largest return on the . . 
investment and would appear to be the tain First —— Real Estate 
best selection. For the first quarter of ones 
the current year Studebaker earned close . 
to $7 a share on its common stock and, to yield 7% 


if this rate of earnings is maintained 





Under this title a chapter in the latest 

edition of our booklet “The South’s 

Answer” explains how the geographic 

center of textile manufacturing has 
shifted to the South. 









Other chapters deal with develop- 

ments in other lines of industry, 

diversity of agricultural products 

and shipping expansion as well as 

the development of vast natural 
resources. 









These conditions readily ex- 
plain how it is possible to ob- 





















throughout the year, there are possibili- 000 a 
ties of extra dividend payments in view $100 $500 $1000 denominations 
of the company’s strong financial condi- The Bonds we offer are secured by income producing properties 





valued approximately double the amount of the Bonds issued. 





tion. 





FILL OUT THE COUPON 





AanemaRe Acssssaties CALDWELL & COMPANY | cauoweut « company. 
: . . s 705 Union Street, Nashville, Tenn 
In connection with the poengerey in the Investment Bankers ennen moc send me Booklet and full 













automobile industry, the automobile acces- particuless 
sory companies have been doing a very 705 Union STREET 

large business. There is no question that NASHVILLE : : TENNESSEE ame 
Stewart-Warner is the strongest company Address 








in this group, but in view of the remark- 
able advance the stock has had from a 
low of around 24 in 1922 up to present SS... eee 
levels of around 119 this stock would ap- 
pear to have rather fully discounted the 
favorable factors in the situation. 
Timken Roller Bearing and Spicer 
Manufacturing are both showing large 
earnings at the present time but, as PAIGE 
Timken Roller Bearing is in the 
stronger financial condition and is pay- 
ing a dividend of $3, this stock would TIMKEN AXLE 
appear to be the most attractive pur- 
chase. Timken Roller Bearing is by 
far the strongest company in its par- FORD MOTOR of CANADA 
ticular field and appears to have a defi- 
nitely assured future. 




























Have you seen a financial 







Copper Industry statement of these companies? 
“ We have just prepared a com- 
With copper metal holding well above plete report of each company 





17 cents substantial profits are in sight 
for this group. Anaconda has advanced 
less proportionately than any of the other 
prominent copper stocks and is undoubt- 
edly behind the market. Of course, the Mailed on request. 
reason for this has been the large increase 
in the capitalization due to the taking over 


stay i Gun epee, hee Oop LEE, GUSTIN & CO. 


per has become the most important factor : 
in the copper industry and is a complete Members Detroit Stock Exchange 





comparing it in detail with 
other motor companies. 











unit. The stock has very attractive long- DIME BANK BUILDING 
pull possibilities at this time. For early 
appreciation in value, however, Ken- DETROIT 





necott would seem more attractive as 
it is paying the same dividend and sell- 
ing ten points lower. Moreover, cur- 
rent earnings are somewhat in excess 
of what Anaconda is showing at this or 


time. SSS eee SSS = > = 
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Are You 
Swimming 


ith The Tide? 


The great rise and fall in the values of listed securities over 
periods of varied length may well be compared to a powerful 
under-current, which pervades the entire market and is always 


flowing (or getting ready to flow) in one direction or the other. 


The immense advantage of going with the stream is ob- 
vious to any investor, but yet how many suddenly find them- 
selves bucking the tide—battling against the powerful flow of 
the market's trend—by assuming a long or short position at 


the wrong time. 


No man or organization is infallible in predicting market 
values, especially the movements of individual stocks, but the 
Richard D. Wyckoff Analytical Staff, because of its facilities 
and its intensive study of underlying market conditions, has 
attained a degree of accuracy which makes an Associate Mem- 


bership a highly profitable investment. 


Why not secure expert counsel in a matter of such vital 


importance as your investment transactions? 


The cost of Membership is an_ incidental 


factor when compared with the profits ob- 


OFF 
ANALYTICAL STAFF 
42 Broadway, New York. 


tained and the losses avoided. 


What can your staff do for me? 
1 am interested in © Investments Co 
for Oe pull or © trading or Up 


©, ’ 

(Mark the ones you are interested in.) v Send m the coupon 

My p and available capital total ™~*\. 
~, 


approximately 

This is to be bid in strictest confidence by you. r 
1 understand there is no charge or obligation in send- details. 
ing for this information. 





today for 


City and State 
Apr. 14 











TRADE TENDENCIES 
(Continued from page 1118) 











the trade, and in all probability would re- 
lease a good deal of business now hanging 
fire. In some mid-Western districts what 
is described as a “price war” in gasoline 
is taking place. 

Increasing crude oil production from 
most fields, though small, has had a similar 
effect on crude markets, Pennsylvania 
showing a 10-cent decline recently. Ac- 
tivity is most marked in Gulf Coast and 
Western fields. Mexican production has 
been stimulated by the new tax agreement 
with the Mexican Government which 
lightens tax burdens practically along the 
lines of the memorandum’ of complaint 
submitted by the producers. 

Bunker and gas oils are the strongest 
feature of the market in refined products, 
while optimistic sentiment is noted in 
lubricants. Stocks are large in certain 
lines, however, and it is felt that they will 
depress the market until they are dis- 
posed of. 

Export demand, particularly from the 
East, is showing a better tone, but the un- 
certainty underlying the whole oil situa- 
tion at the present time is having a re- 
tarding effect on the whole export trade, 
which is marked by a preponderance of 
inquiries and a shortage of actual trans- 
actions. 





RUBBER 











Prices Still Sagging 


The state of deadlock which has char- 
acterized the rubber market for some time 
as between the major producers and the 
major consumers continues, but has had 
the effect of weakening the position of 
importers and the speculative element. 
The result has been the establishment for 
all practical purposes of two rubber mar- 
kets, the smaller dealers’, marked by price 
concessions and small transactions, the 
larger importers’, holding firm to the basis 
of some weeks ago, practically the highest 
reached on the whole move, and doing 
scarcely any business at all. 

The. latter are strengthened in their 
views by a recent statement of the Colonial 
Office in London to the effect that the ex- 
port restriction policy, which was directly 
responsible for the rise, will be maintained 
in spite of the opposition of the larger 
American consumers. The latter continue 
to receive the support of high public 
officials, except that it will take years be- 
fore this support materializes into actual 
new production from American-controlled 
sources. Another factor that may tend to 
rally the market is the shortage which has 
recently developed in freight room from 
the Far East, which may compel American 
users to draw further upon their resources 
for the balance of March than they had 
originally reckoned on doing. 

What may further hold up the rubber 
market is the fact that tire producers find 
no difficulty whatever in passing along in- 
creased costs to the public. A new in- 
crease of 10% just announced is the second 
of that size this year, and brings price 
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levels back to those prevailing about the 
middle of 1921, though still well below 
pre-war prices. 





COTTON 











Unusually Severe Reaction 


After holding up well around the 30- 
cent level cotton broke badly in successive 
markets, apparently as a result of the com- 
bination of several factors. Stale long 
accounts had to be cleaned out, the market 
was overbought for a time, Liverpool 
news was bearish because of the British 
labor and retail trade situation, and in- 
creasing doubt has been manifested as to 
the stability of the new textile price level 
here. Good weather in the South, reports 
of increased planting and the effect of the 
spot market developments had a similar 
effect on new crop months. 

Fundamental statistics continue to put 
the industry and the raw commodity in a 
favorable light. Census Bureau figures 
show consumption at well above 100% 
capacity, indicating that some mills are 
working double shifts, and the possibility 
of the exhaustion of all supplies on hand 
before the arrival of new crop cotton has 
not yet been disposed of. Census figures 
show a short crop, heavy domestic con- 
sumption and heavy exports, and the ex- 
treme probability of at least an abnormally 
light carryover. 

Retail trade in the opinion of many is 
beginning to show the effects of the con- 
tinued high prices in diminution of trade 
buying, but wage increases are expected to 
overcome this obstacle and lead to freer 
buying. 





OUTLOOK FOR THREE 
INDEPENDENT OILS 
(Continued from page 1107) 











remarkably fine showing last year—ex- 
pires with 1923, and that with production 
what it is in the California fields, it seems 
most unlikely that a renewal could be 
effected, or the same amount of oil as that 
covered in the contract sold, at anything 
like the contract price. Secondly, it is held 
that much of California Petroleum’s 
greatly increased production represents 
flush production from newly developed 
fields, or production that is more likely 
to diminish than increase. Thirdly, plans 
have been laid for increasing the com- 
pany’s common stock from $17,500,000 to 
$60,000,000, and unless the additional 
stock, if authorized, is to be distributed 
among old holders, which the management 
has not indicated to be the prospect, the 
increase could have an appreciable effect 
upon earnings per share. 

If he were the lucky holder of Cali- 
fornia Petroleum at lower levels, the 
writer would be inclined to take his 
profits, switching his profits out of 
this highly volatile producing-company 
stock into a better-rounded organiza- 
tion—Vacuum Oil, for example. The 
chief motive prompting him to make 
the switch would be the existing evi- 
dence that most of California Petro- 
leum’s “good news” is out. 
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Complete Matched Private 
Office Suites for Banks 


and Corporation Offices 


Filing Cabinets, Wood 
and Steel, Cabinet Supplies, 
Safes, Sectional Bookcases 


dhe Globe~Wernicke Co. 


451 Broadway, near Grand St. 30 Church St., Hudson*Terminal 
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ANNUITIES 


INCOME FOR LIFE GUARANTEED. 
$100,000.00 Consideration 
Age 60 pays 9,900.00 yearly 
65 pays 11,700.00 yearly 
70 pays 14,000.00 yearly 
No Income Tax to pay. 
Details furnished on request. 


ROBERT A. SASSEEN 
115 BROADWAY, NEW YORK 


Telephone 5959 Rector 



















































































Service 


The buying and selling of securities on the New York Stock 
Exchange is recorded on the Ticker Tape. This is con- 
stantly studied by our experts, who base their recommen- 
dations upon the market’s action. A ’phone message or fast 
wire tells you just what and when to buy or sell—not a 
long list; just a few of the best opportunities. 


82% Profit in Recent Campaign 
In the campaign closed March 16th, under our improved 
method of trading, we advised 56 trades of which 46, or over 
82%, were profitable, and 10 trades, or less than 18%, re- 
sulted in small losses. Send for documentary proof of this 
statement. 


It is not how well you can do on 
your own judgment, but how much 
more we can help you to make. 





~ 
THE \ Send the Coupon and Full Particulars 


Nea 
EG %% Will be Promptly Sent to You 


SERVICE ss “~% 
42 Broadway %, 
New York }- 


& The Trend 


q ° 
lain in detail how TI + ° 
th “agg Trading Service 


Gentlemen :—Please ex- 


would operate for me. 


42 Broadway 
New York 


Address 
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DUPING THE PUBLIC IN STOCK 
SALES 


Characteristic Schemes of Promoters 
of Fake Securities—A Warning 


By WititraAm A. McGarry 
(Concluded from our March 17th issue) 
A Few Schemes 


A motion picture stock-selling scheme, 
chased out of Illinois by the Blue Sky 
Commissioner, ventured into another 
eastern city recently and succeeded in 
selling one hundred thousand dollars 
worth of stock in less than thirty days. 
The potential profits may be indicated by 
a scheme for unloading swamp land. It 
was operated in Philadelphia by a pro- 
moter for whom a fugitive warrant had 
been issued in Chicago. His sole purpose 
was to get enough money to defend him- 
self inevent the police caught up with him. 

He bought a piece of land in New 
Jersey, on the Delaware Bay, picking up 
a spot that thirty years ago was noted 
as an excursion resort. At that time it 
had an excellent sandy beach. The pro- 
moter dug up old advertisements of the 
beach, although he was fully aware that 
all the sand had been sold and there was 
nothing on the place but mud. Then he 
proceeded to unload by the lottery process. 
Every patron of certain cheap motion- 
picture houses was given a free ticket, 
on the stub of which he placed his name 
and address. The next day selling agents 
visited each “prospect” thus obtained and 
informed whoever came to the door that 
the holder of the ticket had won a $500 
lot—charges $14.76 or some such amount, 
for “conveyancing.” Exposure of that 
particular scheme led to the arrest of the 
promoter on the Chicago warrant, and he 
was forced to refund. His books showed 
that he was counting on a net profit of 
$5,000 in a campaign to run three months. 
If that can be done with such a small unit 
of income, consider the fortunes to be 
reaped on a basis of $100 where the sales 
effort is considerably less, since the cus- 
tomers walk right into the crook’s place 
of business. 


Worthless Real Estate 


Worthless real estate is often used as 
legal protection in the sale of stock in 
which the lure is something wholly dif- 
ferent, and of a speculative nature. A 
group of promoters got hold of some 
cheap property near Reading, Pa., divided 
it into minute bungalow lots—for which 
it had no value whatever— and then ran 
a brazen advertising campaign asserting 
that oil had been discovered on the land. 
Two wells were sunk. Excursions were 
operated to the grounds. It was impos- 
sible to show the victims any oil in the 
wells, but in view of the fact that the 
Standard Oil Company had a pipe line 
through the wooded hill above the property 
—part of its service from the Western 
Pennsylvania fields to the seaboard—there 
were spots of oil on the streams and ponds 
in the vicinity. 

Those spots were pointed out to the 
suckers. They were also shown large de- 
posits of paint ingredients—not being told, 
of course, that the stuff was not good 
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enough for commercial exploitation. The 
salesmen talked nothing but oil and paint. 
Not a werd was said about the home sites. 
Yet when the victims came to sign on the 
dotted line they found themselves buying 
lots, with oil shares thrown in. In spite 
of the elaborate precautions taken, ex- 
posure smashed the scheme, but not until 
hundreds had been duped. 


Investigators familiar with swindles of 
that character have been convinced for 
years that legitimate banking interests can 
do more to stamp them out than any legis- 
lature. A change in the corporation law 
of Delaware, it is true, would be of tre- 
mendous benefit. Even a clause in the 
existing laws prohibiting the issuance of 
charters to former convicts, and requiring 
charter companies to reveal the names and 
reputations of their customers, would do 
a great deal of good. A similar clause 
might be passed to prevent the continuous 
issuance of new charters for abandoned 
oil wells, gold mines and _ plantation 
schemes. 


The Bankers Can Help 


After that, however, the banker can help 
not by preaching thrift but by educating 
the wage earner in how to detect a swindle. 
The easiest and simplest way to show up 
the crooked promoter is to explain the 
difference between a legitimate underwrit- 
ing commission and a blue sky one. In 
comparison to that scheme, the thrift at- 
tack is negative. It can be turned against 
the banker by the experienced promotor. 
The demand for information that will 
show up the thief puts him on the de- 
fensive. A great deal has been done with 
the slogan “submit the proposition to your 
bank,” but that alone is not enough. 
Many victims are not even savings bank 
depositors. They are easily convinced 
that to ask the banker would be fatal to 
their chances of profits. 


An Example of How a Banker in 


Jacksonville, Florida, Helped 


Bankers as a rule are inclined to think 
the task much more difficult than it really 
is. If the same effort were made to get 
wage earners to ask the stock salesman 
in any kind of proposition what com- 
mission he gets, and to make sure that he 
is telling the truth, millions could be 
saved, and half the swindlers could be 
driven out of business in a short time. 
For the banker who considers that to be 
impracticable, there is the example of the 
national bank in Jacksonville, Florida. 
Records may be obtained there to show 
that the direct return makes such a cam- 
paign worth while. The Jacksonville 
bank ran an advertising campaign in the 
newspapers directed against the very type 
of swindler here described, who generally 
spends the Winter in the South, picking 
up what he can at the same time by 
some fake or other. Scores of new ac- 
counts were brought in by the advertising. 
Indirectly the benefits were even greater, 
for thousands of dollars were saved for 
the merchants and industries of a wide 
territory and the community as a whole 
was maintained at a higher level of 
prosperity. 
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RICKENBACKER MOTOR COMPANY 


COMMON STOCK 


Special circular W. S. on request 


Fiscal Agents: 


THE EDWARD MILLER 


SHIFFLET, CUMBER & CO. 
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Chicago 
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Intimate Talk With Readers 


SEGREGATING SPECULATIVE 
FUNDS 


T is a well-known rule that surplus 

funds intended for the market, in any 

shape or form, should be apportioned 
definitely to gilt-edge investment for in- 
(bonds and preferred stocks), in- 
vestment for profit (common stocks or 
semi-investment bonds), and _  specvest- 
ment—the latter to include profits in- 
tended to be derived out of trading. Trad- 
ing can mean “in and out”; but in the 
sense understood here we mean commit- 
ments solely made for points, to be real- 
ized within a month or more, and some- 
times within a week or two. The time 
element here is incidental. 


come 


Such funds funds purely— 
can be so segregated as to give a maxi- 
mum of satisfaction, and give a certain 
form of insurance against the owner’s 
impatience. It takes time, sometimes a 
long time, for slow-moving stocks to 
make good, yet this variety often gives 
greater relative satisfaction and safety 
and is often more suitable for the average 
business man. We refer to a stock like 
General Motors for example. 

The seasoned market veteran will look 
pityingly on anyone suggesting General 
Motors as a purchase or a sale—rightly 
from his point of view. Its range is about 
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the decline. 


points and more. 


Indicator advices. 





THE SERVICE 
1.—Prompt replies to inquiries re- 
garding any security—or the 
standing of your broker. 
2.—An eight-page service report 
issued every Tuesday. 
3.—The technical position for 
traders showing what to do 
with 100 stocks or more. 
4.—The Investment Indicator, which 
has no duplicate anywhere. In 
tabular form it shows the in- 
vestment position of the leading 
stocks and tells you what to do. 
5.—The Richard D. Wyckoff color 
graph of Business, Money, 
Credit and Securities. 
6.—Without additional charge a sum- 
mary of the regular and special ad- 
vices sent to you by night letter 
collect—optional with you. 
7.—A brief but thorough survey of 
the various fields of industry. 
8.—Recommendations of profit pos- 
sibilities in bonds. 
9.—A special wire or letter when 
any important change impends. 
With your subscription send us a list 
of your securities for our opinion. 
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Still Picking 
the Right Stocks 


On March 27th following the closing out of the 
long campaign which ran from January 30th 
to March 16th, The Investment and Business 
Service recommended points at which approx- 
imately 50 stocks should be purchased on 


Our subscribers were enabled to obtain approximately 
25 of the stocks thus recommended, and—as this is 
written—the gains range from small fractions to three 


The January 30th-March 16th campaign showed 
225% points profit from the Technical Position 
advices and 256% points profit from the Investment 


You are interested in the 
current market—but this re- 
sume of the first 1923 cam- 
paign is presented as a 
demonstration of the expert 
character of our work. 


THE INVESTMENT AND 
BUSINESS SERVICE is the 
recognized guide and authority 
for the man of moderate 
means. It analyzes all the fac- 
tors that enter into the invest- 
ment and trading situations. 


The advices are clear and 
definite. They not only lead 
to trading profits, but show you 
how to obtain a higher invest- 
ment yield. 


Send in your subscription 
today and commence taking 
your profits out of the security 
markets. 


---—--—--- — USE THIS COUPON — ———————-— 


THE INVESTMENT and BUSINESS SERVICE 


Enclose find my check for $125 for the Investment and Business Service, to be 
sent me once a week or oftener for an entire year, beginning with the next issue. 


BD, 6.06 40 84K peeenseeseuhenndees 
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a point a month, or less: and certainly not 
more than an average of six points a year 
under present conditions. But, the per- 
centage of profit compared with its price, 
and the investment involved is—enor- 
mous! Figuring a 33%4% margin as be- 
ing ordinarily sufficient on GMO, at 15, 
the margin requirement is $5 per share. 
A 5-point rise in a year thereafter is 
100% gross on the investment: that profit 
considering the dividend now being paid on 
GMO is almost net. 

Another thing: General Motors rose 
from 8 to 15 within the year—doing much 
better relatively than U. S. Steel, or even 
Studebaker! There are many such oppor- 
tunities even now, and there always will 
be chances of this nature that will not 
be taken by the average specvestor simply 
because he cannot see the rise visibly 
enough. 

The meaning of the latter phrase is: a 
man must see his stock “moving” on the 
tape or his daily paper each day, before 
he is satisfied that he is getting action. 
And, he cannot see this delightful phe- 
nomena in a sufficiently graphic way in 
some stocks to furnish him the excite- 
ment he needs when he ventures his 
“speculative money.” Is it not a pity that 
these 100% advances are missed, largely 
through a mistake in method? 

The “speculative money” should be 
segregated; perhaps an equal division 
would give the best all-round results. 
One half of the money would furnish the 
daily pleasure of seeing a substantial plus 
or minus sign after one’s favorite stock, 
while the balance would not have to be 
watched oftener than perhaps once every 
three months. 

Undoubtedly the big money has been 
made in 1922 in those stocks which have 
been the market leaders like Baldwin, 
Studebaker, Pan-American, Standard of 
Indiana, California Petroleum, and a good 
many investors would have liked partici- 
pating in the tremendous profits they have 
rolled up for those who “have gotten in 
on the right side.” It is possible to do 
this always, but it would be a highly spec- 
ulative policy to continue one’s attention 
to these entirely, and in the long run 
might cut both ways. But why not set 
aside a substantial portion of your purely 
speculative fund to await such active op- 
portunities, to part’cipate in the big move- 
ments in other “Studebakers” and “Cali- 
fornia Petroleums” as they get ready? 
Who can tell whether a stock like Ameri- 
can Woolen or U. S. Rubber, or Ameri- 
can Sugar (former leaders) will not give 
big action in 1923? We might have 
reached the end of our rope bullmarket- 
wise: or we might not. Time will tell. 
But by being prepared in this way, we can 
anticipate the big moves in either direc- 
tion, be prepared for them, and stand an 
excellent chance of participating. 

The speculative fund should pot look 
too closely into fundamentals so much as 
the technical position, and the possibility 
of stocks carried in it advancing or de- 
clining greatly. A portion invested in the 
slow-moving stocks that at the same time 
are relatively sure will give the steady 
appreciation over a period of time that 
one looks for in good stocks—whatever 
be their price—in)a bull market. Follow- 
ing this principle one would not place the 
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bulk of the speculative funds in such 
issues as General Motors, Frisco common, 
Rock Island, or St. Paul. Even in the 
higher-priced division, such stocks as 
Southern Pacific or Atchison are not ordi- 
narily for specvestment and action. 

Another point to be remembered: the 
active portion of this fund being frankly 
speculative, the owner should not be too 
seriously concerned with the actual in- 
trinsic value, earning power, or dividends 
of the stocks he operates in. That must 
be left to the price, on the ground that 
those who are paying a price that seems 
to be above current value know some- 
thing more than we do about it; or are 
prepared to back, even their mistaken 
opinion (?) with millions of pool dol- 
lars! 


Physical Equipment 


Just as it is utterly impossible to learn 
the violin except by fiddling, the market 
cannot be learned except by marketing. 
As a mere kid we learned a wise French 
proverb which goes “C’est a force de 
forger qu’ on deviens forgerons.” Our 
French readers and scholars will recog- 
nize that literally it means “The Black- 
smith becomes Perfect by Shoeing.” As 
in “forging” iron and steel, repeated 
blows at the iron gives the eventual mas- 
terstroke, and that’s why the novice 
speculator must lose out—even in bull 
markets. 

Could one have the physical equipment, 
help needed to maintain it, the skilled 
force to carry out the details, I doubt not 
but that the owner of the equipment after 
the necessary training would make it a 
paying venture. In a very early number 
of our predecessor, the little “Ticker” 
magazine, the writer was amused to read 
a query “Could I come to New York with 
$5,000 and make a living trading or specu- 
lating?” Another query of a similiar 
nature asked whether the little capitalist 
could buy a seat on the old Consolidated 
Stock Exchange and “trade in and out” 
with profit—it looked so easy; no com- 
missions to pay; no nothing . . . just 
like that! 

The physical equipment could be se- 
cured at a price. At a rough estimate the 
writer would judge that about $50,000 
annually would be about right, and it 
would not be an elaborate one. It would 
include, of course, a ticker, a model 
blackboard with a red-headed boy mark- 
ing up the pink and green slips—not for 
atmosphere so much as an instant check 
on what every stock in the entire list was 
doing at the same moment! That would 
help the observer to know whether during 
the time of great buoyance in the Stand- 
ard Oils, the big operators were getting 
out from under in say Steel and Stude- 
baker. It would help, but it would not 
prove, of course. Next, we would need 
a sound-proof room and one chair only. 
There would be no room for visitors; 
the fireman or the doctor being the only 
exception. 

We would have graphic histories from 
day to day, recorded legibly to scale and 
permanently of what every single stock 
was doing, every group, and even the 
groups would be subject to subdivision. 
The Standard Oils have nothing in com- 
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“He 
hasa pull” 





ET US FACE frankly this 
® question of “Pull.” 


It does exist in business. 
The President of a Company 
hires the son of a trusted friend. 


Why? Not merely because the 
young man is the son of a 
friend; but because the Presi- 


dent believes that good blood will 
tell. 


A Yale graduate, who is a 
general manager, hires a Yale 
graduate as an assistant. Why? 
Not merely because the younger 
man is a Yale man, but because 
the general manager believes that 
training will tell. 


N Cincinnati the Board of Directors of a 

financial institution was considering several 

men for the position of Vice-President and 
General Manager. The successful applicant—the 
man who now holds that coveted position—has 
written an account of his interview with the 
Board of Directors. 

“I stated my experience,” he writes, “and 
added that I had completed the Modern 
Business Course of the Alexander Hamilton 
Institute. 

“I then learned that several members of 
the Board were subscribers to the Institute. 
They evidently knew that the knowledge ob- 
tained from the Course and Service gives 
a man a thoro grasp of the controlling 
forces of business, and fits him to hold a 
responsible executive position. At any 
rate, I was selected . . .” 

There are men in Cincinnati who say of this 
man: “He has a pull with the Directors.” They 
are right. But the “pull” is a perfectly legitimate 
one. The Directors, who owe a part of their 
success to the training of the Alexander Hamilton 
Institute, picked him because they believed that 
the same training had made him a man whose 
judgment they could trust. 

This does not mean that every man who com- 
pletes the Institute Course is “taken care of” in 


C.P.R. Bildg., Toronto. 
Hunter Street, Sidney 


Canadian Address, 
Australian Address, 42 











] 


From a drawing by J. Henry 
business. Business does not “take care 
of” anybody. It does mean, however, 
that with the knowledge and self-con- 
fidence that this training gives, you 
have an added asset—a favorable intro- 
duction to the 200,000 worth-while men 
who are enrolled with you. 

The Alexander Hamilton Institute 
makes no exaggerated claims and at- 
tempts to exert no pressure. It asks 
simply for the privilege of laying the 
full facts before thoughtful men. The 
facts are contained in a 118-page book- 
let entitled “Forging Ahead in Busi- 
ness.” 

Reading it may be the means of 
bringing you in touch with men who 
will vastly widen your opportunities for 
success. 





Alexander Hamilton Institute 
795 Astor Place, New York City 





Send me ‘Forging Ahead in Business” — 


which I may keep without obligation. Pay 


Name . 

Print here 
Business 
Address 


Rusiness 
Position 





| 


Copyright, 1923, Alerander Hamilton Institute 











Your Speculative Trades 


in the stock market, when confined 
to Puts & Calts, enable you to limit 
your loss and risk to the dollar, 
while profits are unlimited. This 
method of trading enables you, on 
payment -of $1,000, to control 500 
shares of stock for 30 to 60 days. 
No margin calls or interest charges 
to pay. Booklet MW explains how 
they operate. Write for a copy. 

My telegraphic department keeps 

out of town clients posted 


WM. H. HERBST 
20 Broad St., N .Y. Basiness Established 1898 




















PARTIAL 
PAYMENTS 


The Best Way to Buy 
Good Securities 
on Convenient Terms 


Send for free Booklet MW-5, which 
explains our plan and terms. 


James M. Leopold & Co. 
Established 1884 
Members New York Stock Exchange 


7 Wall Street New York 
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PUTS & CALLS 


If stock market traders un- 
derstood the advantage derived 
from the use of PUTS & 
CALLS, they would familiar- 
ize themselves with their opera- 
tion. 

PUTS & CALLS place a 
buyer of them in position to 
take advantage of unforeseen 
happenings. 

The risk is limited to the cost 
of the Put or Call. 


Explanatory booklet 14 sent upon 
request. Correspondence invited. 


GEO. W. BUTLER & CO. 


Specialists in 
Puts and Calls 


Guaranteed by Members of 
New York Stock Exchange 


20 BROAD ST. NEW YORK 
Phones: Rector 9076-9079 








Los Angeles 


Wonder City of America 


Bank Clearings 
Last year $5,152,311,839 
1921 196,797 
10 years ago .941,800 
Building Permits 
Last year ,206,787 
ar .761,386 
10 years ago ,367,995 


Postal Receipts 
Last year 5,813,139 
1921 4,919,348 
10 years ago 1,906,308 


The commanding position of 
THE TIMES in this great 
market is shown by the fact 
that for two consecutive years 
it printed more advertising 
than any other newspaper in 
the world. In financial ad- 
vertising, over 40% of the 
total volume in the 5 local 
newspapers, appears in the 


Hos Angeles Times 


Eastern Representatives: 
WILLIAMS, LAWRENCE & CRESMER CO. 
225 Fifth Ave., New York 
Harris Trust Bidg., Chicago 











FORD REO PACHARD 
Detroit is market for Motor Stocks. 
Interesting infermation and markets 
on request. 
JOEL STOCKARD & COMPANY 
Penobscot Bldg., Detroit 
Members Detreit Steck Exchange 








mon with Independent Oils, and the Mex- 
ican Oils have a different influence, and 
no two “Mexicans” quite agree on a sit- 
uation. Naturally we would keep all the 
statistics on every subject, on every stock, 
and every phase of the markets and busi- 
ness conditions—both at home and 
abroad; and our secretaries would give 
us daily reports. If we employed our 


‘ good money in active trading or even in 


occasional investing, our facilities to buy 
and sell at the real market price would 
have to be “on the instant.” That would 
involve the right kind of brokerage 
facilities, and our brokers would nat- 
urally have to be like Caesar’s wife—en- 
tirely above suspicion. Always aiming to 
take one chance—with the market—we do 
not have to add another; the broker. 
The above is the formula if it is 
premised upon the right man to apply it. 
The “right man” involves many qualifica- 
tions, but his best qualification would be 
that supposed inferior attribute of the 
weaker sex—the ability to change one’s 
mind. The supreme qualification would 
be a flexible mind that would be guided 
by a-single master—the market itself. 


An Unprofitable Policy 


It seems timely to warn against so-called 
bargain-hunting in a certain class of 
securities. We refer to newly introduced 
issues commencing, we will say, from the 
late Fall of 1921 to date. Some of these 
have had good advances either from their 
underwriting, subscription, or introduc- 
tion prices, and very soon—if past history 
is a precedent—they will begin to look 
much cheaper. 

As a broad general rule it seldom pays 
the investor to go into securities that 
have not had a long market seasoning. 
Quite obviously new securities remain 
new for some years, without regard for 
the age or traditions of the issuing com- 
pany. Vanadium Steel, for example, 
immensely profitable to its predecessors, 
was popularized. It proved a “gold 
mine” to its former owners; but few, if 
any of the investors who came in during 
the last bull market made any money out 
of it. 


The Outside Insider 


The man or woman who reads Wall 
Street matter, in fiction form or other- 
wise, has his own motive in spending 
time. It ranges from mere pastime to 
learning. Of the immense literature of 
the stock market almost the whole gamut 
is run—from destruction to construction; 
history, amusement and knowledge. 

In a current lot of stock literature we 
have just learned anew (not for the first 
time) about the supposed “insider” who 
was very much on the outside. He was 
short of about 30,000 shares, estimated 
at about one-third of the floating supply, 
with the real insiders anxious to get his 
scalp. Now, although said insiders may 
be rather “close” to the corporation it- 
self in the way of first-hand news, high 
standing financially, and knowledge of 
their stock’s whereabouts, never since the 
days of Erie would the market or the 
public knowingly tolerate a corporation 
stock to be manipulated for meal-ticket 


THE NEW YORK, NEW HAVEN AND 
HARTFORD RAILROAD COMPANY 
TO THE STOCKHOLDERS: 


NOTICE is hereby given that the Annual 
Meeting of the Stockholders of The New York, 
New Haven and Hartford Railroad Company will 
be held in the Assembly Hall of the Hotel Garde, 
corner of Meadow Street and Columbus Avenue, 
New Haven, Connecticut, on’ Wednesday, April 
18th, 1923, at 12:00 o’clock noon, for the follow- 
ing purposes: 

1. To consider and take appropriate action 
upon the Statement of the affairs of The New 
York, New Haven and Hartford Railroad Com- 
pany for the year ending December 31, 1922, and 
all acts described therein or reported at said 
meeting. 


2. To elect a Board of Directors to serve until 


the next annual meeting and until their suc- 
cessors shall have been elected and qualified. 

3. To consider and take appropriate action 
upon a proposition to issue this Company’s bonds, 
notes or other evidences of indebtednss to provide 
funds for additions to or extensions or better- 
ments of this Company’s property. 

For the purpose of this meeting the transfer 
books of the Company will be closed from the 
close of business March 27, 1923, and reopened 
on April 19, 1923. 

Dated at New Haven, Commecticut, this 27th 
day of March, 1923. 


By order of the Board of Direetors, 


ARTHUR E. CLARK, Secretary. 


HUPP 
MOTOR CAR CORPORATION 


April 5, 1923. 
At the Directors’ meeting held April 5, 1923, a 
quarterly dividend of 24% on the COMMON 
stock of the corporation was declared, payable 
May 1, 1923, to stockholders of record April 14, 
1923. Checks will be mailed. 


A. VON SCHLEGELL, Treasurer. 








CHICAGO PNEUMATIC TOOL COMPANY 
DIVIDEND NO. 72. 

A quarterly dividend of one and one-quarter per 
cent has been declared on the Common Stock of 
this Company, payable April 25th, 1923, to stock- 
holders of record at the close of business April 


14th, 1923. 
J. L. PRICE, Treasurer. 
New York, March 27th, 1923. 


INTERNATIONAL PAPER COMPANY 
New York, March 28, 1923. 
The Board of Directors have declared a regular 
quarterly dividend of one and one-half per cent 
(1%%) on the preferred capital stock of this 
Company, payable April 16th, 1923, to preferred 
stockholders of record at the close of business 
April 9th, 1923. 
OWEN SHEPHERD, Treasurer. 


STOCK MANUAL 


Contains over 250 pages of 
valuable condensed statistics 
and information § relative to 
stocks and bonds listed on the 
leading exchanges. 








If you cannot call, send for Booklet 
M.W. 322 


WILSON & CHARDON 

Members Consolidated Stock Exch. of N.Y. 

62 Broadway New York 
Telephone Whitehall 1964 


MAILING LISTS 


Original compilation, guaranteed 100% correct 
(with replacement). Responsible firm offers neat- 
ly typewritten white-bond-paper-lists of stockhold- 
ers in industries: Oils, mines, food, public utili- 
ties, tobacco, banks, insurance, rubber, 700,000 
names; also 300,000 smal] town country investors 
average worth minimum $5,000.00; $9.00 thou- 
sand names. Prompt, courteous service. Address 
Dept. TT, Martinek Company, Corona, N. Y. 


H. A. BENJAMIN & COMPANY 


Members Detroit Stock Exchange 
1437 Dime Bank Building, Detroit, Michigan 
Phone, CAdillac 2892 
SPECIALISTS IN DETROIT MOTOR STOCKS 
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purposes. There are many preventatives 
—for example the Exchange itself. 

It does not need uncanny or Sherlock 
Homes-like qualities to guess which stock 
this outsider was short of. He has stated 
that he tried to cover by mildly “raid- 
ing” its companion stock, the latter a 
holding corporation in the same line. 
The high-priced subsidiary was advanc- 
ing strongly on bullish information, while 
the holding company was at least highly 
susceptible to disturbances of its market 
equilibrium on fairly small sales. The 
former eventually dropped from about 
150 to below 90, and friend outsider cov- 
ered almost at the bottom. 

This is distinctly a case where an out- 
sider was an insider, in the loose sense 
sometimes used in Wall Street by people 
who should know better. Owning or be- 
ing short of a third of the capital stock 
of a corporation is a heavy “inside” in- 
terest. John D. Rockefeller, Sr., is said 
to have owned a third of the original 
Standard Oil, and we know he is and was 
always the leading interest in that group 
—a real insider. The big “short” in the 
high-priced, volatile, closely held and 
controlled oil stock was in this instance 
as big an “outside” factor as it was pos- 
sible for any insider or outsider to be. 
He apparently had its market in the hol- 
low of his hand: he defied the real in- 
siders to keep on putting it up against 
actual conditions; and they could not do 
so because temporarily at least they 
would be compelled to buy his short con- 
tracts. There is a limit to the resources 
f insiders or the risks they will take. 


A Correction 

In our issue of March 17th on page 919 
we referred to the volume of bankers ac- 
eptances as having been at one time as 
igh as one billion dollars but as having 
allen off to 40 million dollars. The latter 
gure should have been 400 million dol- 
lars, and appeared as it did owing to a 
typographical error. 





Securities Analyzed in This 
Issue 
RAILROADS 


St. Louis-Southwestern 
Chicago & Great Western 
Missouri Pacific 


INDUSTRIALS 
Studebaker Corp. 
Chandler Motor Car Co 
Crucible Steel 
Iron Products 


Famous-Players-Lasky 
Borden Co. .. 
Curtiss Aeroplane 


MINING 


Homestake 
Dome Mines 
Hollinger 


Pure Oil 
Pacific Oil 
California Petroleum 


PUBLIC UTILITIES 


Western Power Corp 

Market Street Railway 
Republic Ry. & Light 
California Ry. & Ligh 
United Gas & Electric 








KEEP POSTED 


The books, booklets, circulars and special letters listed below have been prepared 
with the utmost care by investment houses of the highest standing. They will be 
sent free on request, direct from the issuing house. Ask for them by number. 


We urge our readers to take full advantage of this service. 
Address, Keep Posted Department, Magazine of Wall Street 





FORTY YEARS WITHOUT LOSS TO 

ANY INVESTOR 
A booklet which briefly describes the 
first mortgage bonds, safeguarded 
under the Straus Plan, the nature of 
the safeguards, and the definite 
reasons underlying the record of this 
house. (217); 


THE PARTIAL PAYMENT 


method of purchasing good securities 
in odd lots and full lots on convenient 
terms is explained in a free booklet 
issued by an old established New 
York Stock Exchange House. (224)) 


ODD LOTS 


A well known New York Stock Ex- 
change firm has ready for free dis- 
tribution a booklet which explains 
the many advantages that trading in 
odd lots offers to both small and 
large investors. (225) 


BETTER BOND INVESTMENT 


An interesting circular on this large 
long established first mortgage bond 
house, giving a thorough and com- 
plete explanation of the methods em- 
played in negotiating their loans. 
(234), 


OPPORTUNITIES FOR THE CON- 
SERVATIVE INVESTOR 
Investment suggestions put out by 
one of the leading New York Stock 
Exchange firms. Of interest to those 
investors whose first consideration is 
security. (246) 


THE GREENSHIELDS CATALOGUE 
Describing and analyzing 39 represen- 
tative Canadian bonds and stocks of 
the highest grade, giving all the in- 
formation as to each security that a 
buyer will require. (250) 


SAVING MADE MORE PROFITABLE 
A booklet describing a partial pay- 
ment plan for the purchase of high- 
grade securities, issued by a well 
known investment house. (251) 


CREATING GOOD INVESTMENTS 


A booklet issued by a well-known 
Southern First Mortgage Bond House 
describing bonds yielding 7%. (254) 


BUILDING AN INCOME WITH 
GUARANTEED BONDS 


A booklet free of cost about bonds 
free from worry! It shows the way 
to financial independence and can be 
read in ten minutes. (255), 


INVESTMENT GUIDE 


Issued by the oldest first mortgage 
house in Chicago. It explains how to 
invest savings at the highest interest 
rate consistent with safety. (256)) 


THE OKMULGEE BUILDING & 
LOAN ASSN. 


A booklet describing a real estate se- 
curity which embraces safety, a de 
pendable income—a tax free invest- 
ment—State supervision— and yield- 
ing 9%. (257). 


FINANCIAL REMINDER & READY 
REFERENCE RECORD 


A superior loose-leaf perpetual record 
of all personal finances. Circular and 
sample sheets will be sent on request 
for number. (260), 


THE SOUTH’S ANSWER 


to the question about opportunities 
for profitable investment in the South- 
ern States. It discusses the South's 
resources, growth, industries and ex- 
pansion. An interesting booklet pub- 
lished by an old established invest- 
ment house located in the South. 
(262) 


A GRAPHIC GUIDE TO INVEST- 
MENTS 


A highly instructive circular for the 
careful and discriminating investor 
who investigates a security before 
placing his funds. (263) 

















MONEY MAKING BOOKS FOR YOU 


that should be in every trader’s library 
Practical Points on Stock Trading, by Scribner Browne 


Of special service to men who watch the market as reported in the news- 


papers. but who have not the time 


Price $2.00 


or inclination to follow the tape The 


author has spent his life in analyzing market conditions. 


Tidal Swings of the Stock Market, by Scribner Browne 


Price $1.31 


A book full of vital facts and constructive ideas. Much study and thought 
is devoted by bankers and financiers to the forces that underlie the swings of 


securities over a period of months. 


You and Your Broker 


This information is treated in this book. 


Price $3.00 


Your duties and rights as a customer explained as well as his obligations to 


you as an agent 


This book contains seventeen chapters full of helpful 


suggestions, any one of which may make or save you money 


—-SPECIAL OFFER TO SUBSCRIBERS— 


Orders received during April on any of the above books will be subject to a 


20% discount off of the list price. 


Address Book Department 


MAGAZINE OF WALL STREET 


42 BROADWAY, N. Y. 
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New Issue 


40,000 Shares 


Patterson Bros. Tobacco Corporation 
“Class A” Stock 


(No par value) 


Exempt from present Normal Federal Income Taxes 
Transfer Agent Registrar 
Empire Trust Company The Seaboard National Bank 
New York City of the City of New York 
CAPITALIZATION 
(after giving effect to present financing) 
Authorized Outstanding 


“Class A” Stock (no par value) - - - - - 150,000 Shares 60,000 Shares 
“Class B” Stock (mo par value) - - - - - 30,000 Shares 25,000 Shares 


(All shares of stock, regardless of Class, share alike as to both dividends and assets. For five years 
the “Class A” stock will elect four, and the “Class B”’ stock will elect five, of the nine directors.) 


(No Preferred Stock - No Funded Debt) 


For full information regarding this issue, reference is made to a letter received from Mr. Malvern C. Patter- 
son, President of the Corporation, from which he summarizes as follows: 

: ° Patterson Bros. Tobacco Corporation was organized in December, 1922, under the 
History and Business laws of the State of Virginia and has acquired, among other things, all of the capital 
stock of Patterson Bros. Tobacco Company Trust. The latter was organized by the Patterson family—which since 
1856 has been prominently identified with the tobacco industry and originated the Burley Blend smoking tobacco and 
cigarettes which included the famous Lucky Strike and Tuxedo brands—following the disposal of the stock of R. A. 
Patterson Tobacco Company to The American Tobacco Company, of which Malvern C. Patterson, then became vice- 
president. Through the acquisition of all of the capital stock of Patterson Bros. Tobacco Company Trust (which 
owns the good-will and brands formerly owned by F. D. Ware Company, of Richmond, Va.) and the acquisition of 
the entire capital stock of Matoaka Tobacco Company, Inc., of New York, the new Corporation controls the manu- 
facture and distribution of cigarettes and smoking tobaccos of which the Patterson and Ware brands are particularly 
well known in the northern and western parts of the United States and of which the Matoaka brands are becoming 
firmly established in Europe and the Far East. 


Property Patterson Bros. Tobacco Company Trust, all of the capital stock of which is owned by the new Cor- 
poration, owns and operates a modern and well-equipped manufacturing plant in Richmond, Va., the 
production capacity of which is expected to be appreciably enhanced through contemplated further additions and bet- 
terments. The new Corporation has established an executive office in New York City and expects to open branch 
offices in the leading domestic and foreign tobacco centers. Especial attention is directed to its high-grade selling 
organization and to its constructive program of expansion both at home and abroad. Since the organization of the 
new. Corporation sales have increased materially and the contemplated large-scale advertising campaign and improved 
distribution methods should enable the new Corporation to develop the existing business very substantially. 
Earnin s Net earnings from the manufacture and domestic sale of smoking tobacco and cigarettes for the cur- 
& rent fiscal year are conservatively estimated at $300,000, equivalent to $3.50 per share on b the outstand- 
ing stock, and the export business is expected to materially incrase these earnings. 


The same management which has successfully developed the business of Patterson Bros. Tobacco 
Management Company Trust and of Matoaka Tobacco Company, Inc., and which comprises men of long 
experience and the highest standing, will continue with the new Corporation. 





The books of the Corporation and of Patterson Bros. Tobacco Company Trust have been audited by Messrs. R. G. 
Rankin & Co., Certified Public Accountants, New York City. All legal matters pertaining to the incorporation of the 
new Corporation and to this issue of “Class A” stock have been passed upon by Messrs. Rearick, Dorr, Travis & Marshall, 
Attorneys, New York City, for the Bankers, and by Mr. A. W. Patterson, Attorney, Richmond, Va., for the stockholders 
of Patterson Bros. Tobacco Company Trust. 


We offer the above for subscription, subject to allotment, at 


$15 per Share 
for delivery on or about April 19, 1923. 


We reserve the right to reject any or all subscriptions and to allot less than the 
amount applied for, and to close the subscription-books at any time without notice. 


Descriptive circular will be furnished on request. 


Morris & Smith 


Memesers New York Stock ExcHANGE 


115 Broadway New York, N. Y. 


While the accuracy of the above information is not guaranteed, we have obtained it from sources which we believe to 
be entirely reliable. 
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